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Foreword

Since Congress established the Development Furdbnors, as well as firms and individuals providing
for Africa (DFA) in 1987, the U.S. Agency for Inter- technical assistance to these groups.

national Development (USAID) has been challenged
to scrutinize the effectiveness and impact of its projectg1
in Africa and make needed adjustments to improve its

as several others. The primary purpose of this series

development assistance programs. Structural Adjuslté to provide those interested in sustainable finance

ment programs have been adopted by many sub-. . . .
. i : with a set of information resources that:

Saharan African countries — often with reluctance

— and some significant economic developmen® describes the principles and tools of sustainable

progress has been made. finance;

As donor agencies face severe cutbacks and r8 provides up to date examination of case ex-
structuring, and less assistance becomes available to amples of sustainable finance;
developing countries (not just in sub-Saharan Afyg
rica), new ways must be found to channel declining
resources to new institutions their most effective and
productive uses. Donor agencies like USAID, there®
fore, are increasingly looking to institutional arrange-  The SFl is a joint effort of the World Bank, USAID,
ments in the agriculture and natural resources managgnd two multi-donor bodies — the Special Program for
ment sectors to sharpen competitiveness, witlfrican Agricultural Research (SPAAR) and the
agriculture as the dominant sector of sub-Saharagiulti-Donor Secretariat (MDS). The SFI aims to help
African economies and the potential catalyst for genpuild capacity through focusing on African agriculture
erating broad-based, sustainable economic growth.and natural resource management agencies. The SFI

The USAID Africa Bureau’s Office of Sustain- Works with these African agencies to help create new —

able Development, Productive Sector Growth and"d more sust.ainable — mech'a.n'isr'ns and sources of
Environment Division (AFR/SD/PSGE) has beenfunding for national needs and initiatives.
analyzing the Agency’s approach to the agricultural  To make this publication series most effective,

sector in light of the DFA and recent experiences othe documents are written not only to accommodate
sub-Saharan African countries. This publication rethe point of view of the African institutions under-

flects some of these efforts. taking sustainable finance programs, but also from
This publication is part of a Sustainable Financdh® viewpoint of governments, potential funders, and
Initiative (SFI) Series.The intent of this publication Other stakeholders. Thus these publications can be

series is to make information and lessons more broadiS€d @s part of the efforts of agriculture and natural

available regarding innovative financing mechanism¢€SOUrces management institions to build coalitions
and sources. The audience for the SFI series %nd to inform stakeholders about the “art of the pos-

practioners in Africa, including USAID Field Mis- SibI€” in sustainable finance.

sions, African organizations attempting to developpbavid A. Atwood, Chief

new mechanisms, African funding agents, and otheproductive Sector Growth and Environment Division
Office of Sustainable Development

* A list of the anticipated publications in this series Bureau for Africa
can be found on the inside front cover of this report.U.S. Agency for International Development

The SFI makes available, in traditional print form
s well as electronic versions, this publication as well

reports on meetings that discuss sustainable fi-
nance; and

presents SFI program activities and results.
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Executive Summary

those who pay it. Checkoffs can be used to support
activities from which both contributors and the gen-
eral public benefit. For example, checkoffs can be
Shortages of funds are preventing many Africarused to support the production of domestically con-
institutions from meeting national needs for agricul-sumed products, to preserve endangered species, to
tural research and resource management. Local fungidprove the production of minor crops, or to ad-
are not sufficient to provide adequate operatingiress the specific needs of a small region. Levies
budgets and donor funding is both unstable andnd cesses on the other hand are only efficient in the
unlikely to be a long term source of funding for case of major export crops. Levies and cesses work
African institutions. There is presently a critical best when they finance autonomous institutions while
need for African institutions to develop non-tradi- checkoffs are designed to foster partnerships be-
tional sources of funding to complement and suppletween public agencies and the private sector.

ment existing funding sources. Checkoffs are one
such funding source.

WHY CHECKOFFS?

The strength and flexibility of checkoffs as a
funding mechanism is due to the fact that allocation
Checkoffs are self-imposed taxes paid by groupsf checkoff funds is controlled by the contributors
of producers and consumers to fund programs ithemselves. Checkoffs must be approved by a ma-
agriculture and natural resource conservation. Fundsrity vote of contributors before they can be initi-
collected in a checkoff are used to finance programated and contributors retain the right to cancel a
of interest to checkoff contributors. Typically thesecheckoff by a majority vote. In addition, money
funds are used to supplement the funding of publiclyollected does not go directly to the national treasury
funded programs or to fund programs that the prior any government agency. Checkoff funds go into
vate sector is unable to finance. a trust fund that is administered by a checkoff
Many Africans may not view checkoffs as aorgan.izat.ion which represents .contri.butors. These
organizations are funding agencies with small staffs

non-traditional funding source because of their re i - )
semblance to the levies and cesses that are usedaiﬂd low overhead. They identify projects to fund

many countries to fund research and promotion fOYVith checkoff funds and give grants and contracts to
export crops. Checkoffs are not a type of levy. public agencies to carry out these projects. Because
Levies and cesses are taxes imposed on the pl’Ole‘)—e money 's_ placed into pro.Jects of a specified
ers of export crops to support research, extensioﬂurat'on a”‘? |s.n0t locked u.p In .salar.y :.md Waggs,
and development for these commodities. They aréhese organizations can easily shift priorities as cir-
only viable for major export crops and must pecUumstances change. In addition, these mechanisms
national in scope to generate sufficient resour(:ese.nhanm_e cooperatlon between public agencies in-
Cesses and levies are not effective mechanisms fgplved in agriculture andfor resource management

supporting the production of crops produced foranOI their clients.
local markets or so called minor crops.

Checkoffs are much more flexible than levies orORGANIZING CHECKOFFS
cesses. Checkoffs can be successfully utilized for &

variety of purposes in a wide number of SEEttlm‘]S'Checkoffs can only be established if they have the

Levies and cesses can only be effective funding toolfsuII support of the arouos that will pav for them and
when almost all the benefits of a checkoff accrue to PP group pay




the groups that will utilize the funds generated byand government officials. The principal issues that
them. Thus, the first step towards the creation of anust be dealt with in studies of organizational fea-
checkoff is the organization of a working group sibility are the issues of accountability. Every check-
made up of potential contributors and recipients obff will be organized differently depending on the
checkoff funds. Normally this would mean repre-levels of trust among the participants in the check-
sentatives of the producer and consumer groups thaff. Examples of organizational solutions to prob-
would pay a checkoff and leaders of the agriculturalems posed to checkoff organizers in the past are
research and resource management agencies thmesented in the appendices of this handbook.
would benefit from the establishment of a checkoff.
The working group is responsible for conducting
feasibility studies, for proposing the checkoff and
for gaining the support necessary to create a chec
off.

The handbook also outlines the roles that gov-
ernmental agencies and international donors might
rE)Iay in the establishment of checkoffs. These roles
are relatively minor but governments may be called
upon to create enabling legislation for the formation

Two types of feasibility studies must be con-of checkoffs or to periodically audit checkoff orga-
ducted — financial feasibility studies and organiza-nizations. In some cases, ministries may be repre-
tional feasibility studies. For a checkoff to be finan-sented on the boards of checkoff organizations.
cially feasible, checkoff fees must be easy and

) e t lect. C iv checkoff Both international donors and local governments
Inexpensive 1o coliect. L.onsequently checkolls arg speed up the process of checkoff development

F)nly feasible when m.arkets are well grgahlzed. Mor%y contributing to the working groups charged with
importantly, the working group must identify a grOUporganizing specific checkoffs

of specific projects that could be funded by a check-

off and are at the same time attractive to contribu-  Finally, this chapter contains three appendices
tors. Once the projects are identified, it is easy tavhich are case studies of three different types of
evaluate whether a checkoff will generate enouglgheckoffs. A checkoff organized by about 60 fruit
funds to support them. Organizational feasibilityfarmers in one U.S. county to support research, a
studies are more complex than financial ones. Theheckoff organized at the state and national levels to
purpose of these studies is to determine how &upportresearch, and product promotion and a primi-
checkoff must be organized in order to operatdive checkoff organized by a hotel chain in Africa.
efficiently and to gain the support of contributors
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1. How to Use This Guide

WHAT IS THE PURPOSE OF THIS WHAT IS IN THIS GUIDE?
GUIDE?

This introductory handbook on checkoffs has two
This guide is an introduction to checkoffs, an innovasections. Part 2 of this guide makes a case for
tive mechanism for financing environmental protec-checkoffs and describes their basic elements. This
tion, agricultural research and agricultural extensionsection includes a description of checkoffs and a
Checkoffs are self-imposed levies on consumers, pradiscussion of their unique characteristics as well as
ducers or industry groups that are used to fund tha discussion of their advantages and disadvantages.
activities of public agencies. Checkoffs are one soluThe end of Part 2 discusses those entities that must
tion to the funding crisis currently faced by African participate in checkoff development as well as the
agricultural research and environmental protectiorminimum requirements for a successful checkoff.
agencies. They provide additional funding for publicThe purpose of this section is to familiarize the
agencies to serve their principal client groups. Theyeader with the checkoff option so that they can
have the advantage of increasing funding for publidecide whether checkoffs represent a viable option
agencies in a way that builds support for these ageffier financing their organizations activities.

cies from the private sector. Part 3 is designed to provide more detailed

information on checkoffs. The steps involved in

creating a checkoff are described as well as the
design issues involved in developing a checkoff. At

the close of Part 3 a reader should have enough
This publication is written for African leaders in the information to begin the development of a checkoff.

public and private sectors who are interested in

. . The appendices provide supplementary infor-
agricultural research and environmental conserva- . .
. . o mation. Appendices A and B and C each present a
tion. The leaders of public sector organizations face . .
. rief case study of a checkoff. Two are American
the challenge of finding funds needed to conduc
. heckoffs: the soybean checkoff and the carambola
research and to protect resources. This handboo . . . o
. . . checkoff. The first checkoff is nationwide in scope
can help them examine one alternative for SOIVmgand enerates millions of dollars a year while the
their financial problems. The guide is written so that 9 y

. . . . n r nly in one or two Flori nti
it can be shared with representatives of the prlvat(?:eco d operates only in one or two Florida counties

. . ... and generates several thousand dollars per year. In

sector, donor agencies, African treasury ministries . : .

and members of parliament. spite of differences in scale, both are suc_:cessful and
both are fully developed checkoffs. The final check-
off is an African checkoff sponsored by a hotel chain
— the Sheraton “Going Green” Program. This check-
off lacks many of the participatory elements of the
American checkoffs but compensates for this short-
coming by making it extremely easy for contributors

to obtain refunds at the point of payment.

WHO CAN USE THIS GUIDE?




2. The Case for Checkoffs

WHAT ARE CHECKOFFS?

Checkoffs are a response of producers, industries and
consumers to limited public budgets. These are a self-
imposed tax on a group of producers or consumer
which are used to fund programs in agriculture or
resource management. These programs are normally
implemented by the public sector but at levels deemed
insufficient by many of their clients.

Funds generated by checkoffs do not go directly
into government treasuries. Instead they are admirh
istered by a nongovernmental organization that rep-
resents contributors and provides grants and con-
tracts to public agencies. These funds support
programs of mutual interest to the contributors and
to the public agencies themselves. Checkoff agen-
cies may also contract with private companies and
other non-profit organizations if they are able to
provide better services than the public.

Checkoff fees are collected by private busi-
nesses and deposited in a trust fund. The trust
fund is operated by a non-governmental organi-
zation managed by the elected representatives of
the group that pays the checkoff.

The checkoff organization is a grant making
institution and does not have a large staff and
does not carry out research and development
programs itself. This organization issues grants
and contracts to public and private organizations
to further the objectives of contributors.

Contributors retain the right to vote to disband

the checkoff organization and to cancel the check-
off. This can be done at any time by a referen-
dum of contributors. The checkoff organization

itself may also retain the right to cancel a check-
off.

These characteristics ensure that those who re-

ceive checkoff funds remain highly accountable to

those who pay them.

HOW DO CHECKOFFS WORK?

WHAT ARE THE ADVANTAGES OF

CHECKOFFS?

Checkoffs are self-imposed taxes that are paid by

specific categories of consumers or producers to

fund public programs of interest to them. ExamplesCheckoffs provide advantages to producers and con-

of such groups would be cotton producers, foocdsumers that other forms of non-traditional funding

processors or hotel owners who tax themselves tdo not while at the same time enhancing the perfor-

share the cost of public sector research that coulghance of public agencies.

benefit them. Every checkoff is organized to addresﬁdvantages to contributors

the unique needs of those groups that pay them so no

two are alike. Although every checkoff is organizedAll checkoffs are the result of a group of producers

differently, they have four common characteristicsWhich are dissatisfied with the level or kind of

service provided to them by public agencies. Check-

B They are initiated as the result of a majority Voteyst funds are used to improve the level and/or
of & group of producers or consumers. Thesg ajity of services provided to private groups by
groups vote to tax themselves to fund programg,ernment organizations or they may be used to
of common interest. Typically checkoffs fund .,hyact for services that government agencies are

programs in research, conservation, extensiofynaple to provide. Thus the primary advantage of a
and market development.



checkoff to contributors is the provision of needed A final advantage of checkoffs is that they cre-
research, development, or conservation services. ate incentives for government personnel to be more

Checkoffs not only enhance the performance 0f:llent oriented. This form of finance provides an

public agencies by providing funding to Supplement|ncent|ve for involving the private sector in strategic

public budgets but they enhance the efficiency of)lannlng and priority setting. Such involvement makes

these agencies. Checkoff funds are used to financ'te m.o.re I!kely that publ.|c .organ|zat|o.ns will have a
gsitive impact on their intended clientele.

specific projects and related overhead expenses rathey?
than the recurrent operation and maintenance cosfglvantages of checkoffs to public agencies
of an agency. For this reason contributors receive Bublic agencies like checkoffs because they provide

higher return on thel.r myestment than they recfe'\/(?ncreased amounts of financing and public support
from voluntary contributions or from levies which

) for their programs. In recent years, the operating
go to the general support of a public agency. BeE)udgets of African agricultural and resource man-
Cfause checkoff funds are not used for general Oper%ement agencies have declined on a per employee
t|ons.of an agency an_d because checkoff funds. “HYusis. As a result, the performance of trained staff
be withdrawn at any time by the checkoff 0r9anizasq inhibited by the lack of operating dollars. The

tion, checkoffs supplement public funding and areprincipal advantage of a checkoff to a public agency

not a replacement for it. When agencies are funded . . - .
) ; , IS that it provides critically needed operating dollars.
by levies or endowments there is a temptation fo

A properly organized checkoff should yield more

financially strapped governments to use altemati\“?unds for research and conservation than funding by
funding sources as an excuse to reduce public fun?ﬁe public or funding through levies will provide.

|tnghof researc_?hans cin?frv;clon. TR:S is less It':je%heckoffs enhance the ability of public agencies to
_0 aptpeanI cfef(? ofis thah with many o ercarry out their missions by permitting them to fully
inhovative forms of finance. utilize existing human resources and facilities.

Checkoffs are also extremely flexible instru- If properly implemented, checkoffs can enhance

ments. Their size and duration can be adjusted tfhe ability of public agencies to attract additional

meet the needs of an industry or to fund a Ve%ublic funds. The higher level of government invest-

specific project such as the purchase of a piece %ent in an agency, the higher the return will be for

land or equipment. The amount and duration of heckoff dollars which are designed to complement

checkoff can always be adjusted to fit the perceive%nd to supplement public spending. Checkoff orga-

_needs of c.:onmbuto_rs._ Since funds are not locked YRizations become strong allies in an agency effort to
in expensive, specialized personnel, checkoff fund%btain additional public funding. They have the

can be used to address unexpected problems aggility to lobby decision-makers in ways that public

crises or to provide seed money to innovative projects, o . .
o ) '~ ““Servants do not. In addition, because they invest in
Checkoff organizations are small with very little

dministrati head thei ¢ .an agency their opinions about the value of an
administrative overhead, so their management i , .
9 ggency s programs are usually seen as more credible

simple and straight forward. These organizations are 4 less self-serving than testimonials by agency
simple enough that oversight by contributors is eas}.{)ersonnel

to carry out. Because these organizations are small

and contract out research and development pro- Finally, checkoffs contribute significantly to the
grams, they can respond quickly to new problem@bility of agencies to set priorities and to serve the
because new challenges do not require reorganiz&ublic. They are an important way of increasing the
tion or important personnel changes. The issuanceontact of agency personnel with clientele groups
of grants and contracts permits checkoff Organizaand provide a financial incentive to those who are
tion “to go where the talent is” rather than to creaténost responsive to the needs of clients.

expertise in-house.



Advantages for Society cessful research and conservation programs normally

. . %ake 7-15 years to carry out and it is difficult to secure
Checkoffs are one way of assuring optimal levels o i ) i
donor commitment for such periods of time. Donors

investment in agricultural research, agricultural de- i ; i
velopment, resource management, and conservas>ume that programs are begun with their funding
tion. Each of these activities yields public and pri-l';']III bg corr;pleited W]ith Ior::?l ft;ndz,hbult( (f:furrently
vate benefits and so optimal funding requires private ere |fs T)ts_o_r agle 0 tsuc funds. Scdot s are (l)ne
and public finance. Agricultural research yields public\’vaytO Od ammﬁ] ongt(zrm ur; sdr_1ee ed to supple-
benefits by ensuring an adequate food supply ang' et and complement donor tunding.
preventing runaway food prices caused by periodic Checkoffs also have the added benefit of growth
shortages. Agricultural research can also increasef democracy and a civic culture in Africa. Checkoff
the income and well-being of farmers. organizations are mechanisms by which people can
As a result, public investments in agricultural participate in shaping their industry or improving

. L . the quality of their lives. Through participation in
research give priority to basic food crops and to o . .

| . . checkoff organizations, people acquire the skills and
technologies which enhance yields and overall pro-

duction. There tends to be an under investment (;[]he confidence needed to participate in democratic

. . . » . Institutions. Checkoffs also increase linkages be-
public funds in so called “minor crops” and in

. : . tween government agencies and their clientele in
techniques that reduce production costs. Private ) ]

. . . ways that increase the responsiveness of government
companies do not invest in such management re- ,
search either because they are interested in patertl(t)- public concerns.
able innovations or in the sale of inputs. So if the
public is the sole investor in agricultural research
investments will be less than needed by farmers an
if farmers are the sole investors in research they wil
not give sufficient attention to food security. On the
other hand, if private companies are the sole reAt first glance, a checkoff seems like just another
search agencies they will neglect research on mahorm of compulsory levies and assessments that have
agement technologies that might benefit both farmbeen used for decades to finance research, extension
ers and consumers. Optimal levels of agriculturaRnd promotion for export crops. Successful examples
research require private and public investments. ®f the use of these levies are the Coffee and Tea
checkoff is a way to achieve this end in a way thaResearch Foundations in Kenya, the Malian Textile
favors cooperation between public agencies and prlcompany (cotton) or CMDT, and the Columbian

vate groups facilitating a coordination of efforts. coffee research program are examples of successful
rograms that are financed by levies (Opile, 1993;

Another advantage of checkoffs is that they arepRoseboom and Pardey, 1993: Falconi and Elliot,

a source of funding that is sustainable and resPONgg4- serafini and Sy, 1992). Checkoffs are quite

sive to societal needs. Currently much of the oper-. .. . . . i
. i ) distinct from levies however in terms of their objec-
ating funds for African agricultural and resource

N ) tives and organization.
management institutions comes from foreign do-

nors. These funds are unlikely to increase in the Levies and cesses are attractive funding mecha-
future and may decrease. Donors are well suited fdtisms in cases where the major beneficiaries of
financing infrastructure and training but are notresearch and extension activities are the producers
always capable of supporting on-going research an@ho pay the levy. This is not usually the case with
conservation programs. Donor projects tend to be dgricultural research, extension, or resource conser-
relatively short duration (3-5 years) and reflect thevation. The major beneficiaries of these activities

priorities of donors more than national needs. Sucare the consuming public and future generations.
Levies and cesses are only feasible when their public

OW DO CHECKOFFS DIFFER FROM
II_EVIES AND CESSES?




benefits are increased producer and national income. orities while in the case of checkoffs the con-
This is the case of export crops which are not con-  tributors have the largest voice.

sumed locally. While levies and cesses can only be Checkoffs possess the advantage of providing
successfully implemented to support a few eXpoq‘unding for programs that produce public and pri-

commodities, checkoffs can be successfully creategate benefits while levies function best when most

o suppor‘F dome§t|.c.ally consumed commodities an%enefits accrue to those who pay them. Checkoffs
conservation activities. . .
also have the advantage of increasing the account-
Checkoffs can not only be used to achieve ability public agencies, making them more client
broader range of objectives than levies and cessesiented and at the same time requiring fewer gov-
but they also are organized in a different mannerernment resources than levies or cesses.
Major differences between the organization of check-

offs and that of levies and cesses are outlined below-
B |evies and taxes derive their mandates fron‘\éV:T%réAERNEg:gC?gEEgIZI\I]\I%ES

government legislation while checkoffs are man_VOLUNTARY CONTRIBUTIONS?
dated by a referendum of those who pay them

B Governments decide whether to continue or dis,, . .
) ) ~A number of research and environmental protection
continue levies, those who pay checkoffs retain . .
. . groups depend heavily on the voluntary contribu-
the right to abolish the checkoff at any moment L . -
) o ) ) tions of individuals and corporations. Fund raising
if they are not satisfied with the actions of the

T based on individual philanthropy can be an impor-
checkoff organization. . o .
tant source of funding for many organizations in-
B The revenue from levies and taxes either goesluding large international organizations such as the
directly or indirectly through the national trea- World Wildlife Fund. No one is obligated to donate
sury to fund the operation of public and/orto a charity and there is no need for donors to be
parastatal institutions that carry out programs ofnvolved in the management of the funds generated
research, extension and development. Checkothrough the solicitation of gifts. Checkoffs are man-
funds go to a non-governmental organizationdatory and the organizations that receive checkoff
that issues contracts and grants to public, prifunds represent contributors. Checkoff fees are col-
vate and parastatal organizations to carry oulected from all beneficiaries regardless of their sup-
specified projects. port for checkoff objectives. Persons who do not

B Checkoffs are designed to improve the Ioerfor_support a checkoff may have the option of request-

mance of the public sector or to fully employIng a refund, but they are obligated to pay the

. . . checkoff at point of assessment. Checkoffs generate
underutilized human resources while levies are o
. . fore funds than voluntary contributions and have
usually used to support the basic operation o . ) .
. o lower administrative costs. They also include par-
public and parastatal organizations.

ticipatory mechanisms that are lacking in philan-
B Checkoffs are used to support specific projectshropic organizations.

while levies and cesses usually support pro-
grams (including the salary of permanent staff)
As a consequence, the minimum level of fundsp\/HY CHECKOFFS? A BRIEF HISTORY
needed for a successful checkoff is typically far
less than is required for a successful levy.

Checkoffs developed in America in response to many

B In the case of levies, representatives of thef the same problem that African institutions face
public/government and the institutions receivingtoday — inadequate levels of public funding. Check-
funds have the largest voice in determining pri-offs have been an extremely popular way of provid-



ing additional funding to support agricultural produc- B
ers in the U.S. There are 14 national commodity
checkoffs in the United States and in addition 43
states have checkoff programs. The state of Califor-
nia has 25 separate checkoffs. The first nation
checkoff was the cotton checkoff created in 1966 but

When world demand for cotton declined because
of the popularity of synthetics, public institutions
lacked the resources to do research on new prod-
uct development or to promote the use of cotton.

When a new pest, the soybean cyst nematode,

reached Southern Missouri there were not enough
resources to adequately meet this new challenge
without severely compromising other priority
research programs.

state level checkoffs have existed for more than 50
years.

As in Africa, public support for agricultural
research declined as national priorities have changeﬂ
Two of the most notable changes in the U.S. have
been the declining importance of agricultural pro-
duction as a factor in rural development (90% of
rural residents are not farmers) and a shift of federal
funding away from traditional areas of research
towards basic research and environmental protec-
tion. As a result, the amount of funds devoted
directly to solving farmer problems has dropped®
significantly. Declines in funding resulted in an
increasing percentage of budgets going to salaries
and the maintenance of on-going programs. As a
consequence facilities and human resources may not
be efficiently utilized and there has been a lack of
resources to meet farmer needs.

The tropical fruit industry boomed in South
Florida in the 1980s, but an already strapped
research and extension system could not provide
research, education and promotion services to
this new multi-million dollar industry without
destroying the programs that served even larger
commodity producers.

As U.S. consumers became more concerned
with fat in their diets, public research institu-
tions were not able to devote sufficient resources
to finding ways the livestock and meat industry
could satisfactorily lower the fat in meat prod-
ucts delivered to the consumer.

Since the benefits of such research accrue to

In some areas the private sector has increased #§th producers and the general public, neither the
investment in research as a result of declining publigovernment nor producers will provide adequate
investment in the area, but most areas of researddnding for such efforts alone. Checkoffs were de-
are not attractive to private firms. Agronomic andsigned to combat funding shortages of public agen-
management research which cannot yield profitabl€ies in a way that increased the responsiveness of
patents has been neglected and there has been l#3gse agencies to the needs of farmers. Checkoff
attention given to so-called “minor crops” as a resulfunds could also be used to contract private firms
of funding shortages. Research problems of localvho had expertise or manpower that was lacking in
and regional concern were also neglected because 6 public sector. Checkoff systems are designed to
the limited size of these markets and there was littl@nhance existing programs rather than to create new

interest in developing alternative uses for crops. Programs of conservation and research. Since check-
offs often fund cooperative programs between pro-

The ability of public institutions to devote funds ducer groups and public institutions, they also have

to addressing new problems was compromisedt . .
) he effect of creating an advocacy group for public
Researchers and extension personnel could not re-

. ... Ihstitutions.
spond rapidly to new challenges because existing
funds were committed to the maintenance of existing ~ The major advantage of checkoffs for those who
programs. Following are four examples of situationgay them is that they get better service that is

where public agencies were unable to respond ttrgeted to their priority needs. Checkoff funds make
new problems without checkoffs: public and private institutions more responsive to

the needs of the contributors and lead to the funding
of programs that are of higher priority to farmers than



to governments. For example, while both govern-
ments and farmers are interested in increasing yields
and reducing production costs, farmers place a higheﬁ
weight on the latter than do ministries of agriculture.
This is because the first priority of ministries is usu-
ally food security and/or export volume while income

is the first priority of farmers.

The major advantages of checkoffs for public

research and extension agencies have been increased

funding, increased flexibility, and increased publicH
support. Checkoffs have permitted a more efficient
use of existing human resources by giving some
scientists the funds they need to work effectively g
More importantly, however, checkoff funds give
agencies the increased flexibility to deal with
unforseen opportunities and problems. Finally, be-
cause checkoff organizations work closely with pub-.
lic agencies, they become strong public advocates of
increased budgets for the agencies with whom them
work.

]
WHAT CAN CHECKOFFS FINANCE? [ |

Checkoffs can finance the promotion of agricultural
commodities, local industries and agricultural re-m
search. They can also be used to support the protec-
tion and rehabilitation of natural and cultural re-
sources that are important to the tourist industry.
Checkoffs can also be used for consumer educatidll
to help them use products better or more safely. In
Africa promising areas for checkoffs are funding of

officials might be able to travel to rehabilitate
and protect a fragile reef or ecosystem

provision of a vehicle/parts or fuel so that re-
searchers might conduct a variety of chemical
trials in a variety of ecological zones, instead of
a single station

purchase of laboratory equipment needed to
conduct diagnoses of plant or animal diseases

development of management techniques that
reduce the amount of purchased inputs market-
ing research

short term training of government or NGO em-
ployees on the latest techniques and methods in
their fields

research on ways to improve the grading and
preservation of crops

financing of infrastructure in national parks and
nature reserves

development of new uses for commodities

purchase of land and/or easements to protect
endangered habitats or pay for afforestation
projects

finance research on fisheries habitat

finance special intensive agricultural extension
or disease prevention programs

provision of seed money to help new industries
become established

agricultural research and extension through pro

ducer checkoffs and the funding of conservatiodnVHY USE A CHECKOFF MECHANISM?

activities through checkoffs on the tourism and tim-

ber industries. Checl.<off funds cannot be used t§he main reason for checkoffs is to increase invest-
meet general operating and overhead costs of g{ent in agricultural research and environmental

agency. Examples of activities that could be fi-
nanced by a checkoff are as follows:

protection. Although the public sector invests heavily
in these areas, the funding available for research and

B development of specific disease resistant varietconservation projects is limited and has not been

ies of a commercial crop

growing as quickly as the need for them. After staff

_salaries are paid by most research and conservation
B purchase of land to protect endangered species . .
agencies, there is often an acute shortage of funds
B purchase of a boat or vehicle so that governmemnieeded to carry out their missions. As a conse-

guence, available funds are allotted to a few national



priorities and the research and conservation needs of

specific localities and minor industries are not ad-WHO ARE THE PARTICIPANTS IN A

equately addressed. In most cases there are suﬁicie%HECKOFF?

human resources to respond to these needs but inad-

equate operating funds. Checkoffs can solve this prolFhe principal participants in a checkoff are the insti-

lem. tutions and organizations that are concerned with
Checkoffs are efficient ways to address pressinagric.ultural research and gnvironmental cor'15ervation.

. his includes those that will eventually receive check-
local problems. They can operate at virtually any # funds and the £ brod
scale and level. In the United States, for exampl o' tunds group of producers, consumers, or

there are successful national checkoffs that generaf usinesses that will pay the checkoff. Those who pay

- . . . tﬁe fees will need to be - -
millions of dollars like the checkoff on milk which o represented by a n_on goyern
. . mental organization. In cases where enabling legisla-
is levied on more than 170,000 farmers. There are . . .
. }on is needed to permit the collection of checkoffs or
also successful checkoffs that operate in a sma S . .
) . where public institutions will have to be reorganized
portion of a single state, generate $30,000 a year . .
) t0 be able to receive grants and to enter into contracts,
and involve less than a hundred producers such as _. . . - .
national political leaders will need to participate in
the carambola checkoff. . )
the process. National governments may also be in-
Checkoffs are the best way to assure optimalolved in order to assure that funds are properly
levels of investment in research and conservatiorgollected and disbursed.
Because these activities generate both public and
private benefits, under investment will occur if they
are financed solely by the private or public sectoWHEN ARE CHECKOFFS A VIABLE

(de Gorter and Zilberman, 1990). FUNDING OPTION?

Checkoffs are a means for industry groups to
support the government in areas of mutual interes€heckoffs are not a substitute for public funding of
and for industry and government to form partnerdesearch and environmental protection. Checkoff
ships in areas where both perceive there to be a lagikograms are designed to enhance and to comple-
of investment. Checkoffs permit an increase of fundment existing programs. If properly designed they
ing to government agencies in a time of fiscal crisishould in fact increase public budgetary support for
and at the same time allow industry groups to pursuthe agencies receiving checkoff funds. Since check-
strategies that will enhance their competitivenes®ffs are only a part of a sustainable funding package
and viability — strategies that individual firms can-for an agency, it is important to understand under
not pursue on their own. what circumstances checkoffs have potential for in-
Checkoffs are a unique innovation because thecreasin_g f_undin_g for research and gnvironme_ntal
rotection in Africa. Checkoffs are a viable funding

increase the accountability of public agencies an . . )
... source if the following questions can be answered
encourage the development of democratic institu-

tions. Since checkoff organizations fund activitiesafﬂrmatlvely'
and do not carry them out, they have the flexibilityQuestion 1: Are there potential private sector
needed to respond to priority problems of industrie®eneficiaries? Are there commodity producers or
and localities in a way that is impossible for nationalother private sector groups which feel that they
and international agencies. For these reasons, pravould benefit from increased public investment in
ducers are more likely to support a checkoff at agricultural research or in environmental protec-
higher level than they would a tax. tion? These groups must have the capacity to orga-
nize and support a checkoff organization. If all the
benefits from a research or conservation program go



to the general public and none can be captured bQuestion 4: Are projects viable and acceptable
contributors, a checkoff is not a viable alternative. for both the contributors and recipients ofcheck-

off funds? Checkoffs assume that cooperative projects
between the checkoff organization and research/

Question 2: Are there realizable benefits in the
short term? Are there projects that can be identified X ) i
conservation agencies are possible. Once the poten-

which will yield research or conservation results in ) ) -
. tial benefits of a checkoff are identified, care must
two to three years. These results must be visible to

contributors. While checkoff funds may be used tobe tgken 0 _|dent|fy prOJ_ects_ frf)m this list that are
. consistent with the public missions of research and
fund longer term projects as well, there must be

evidence that contributors are getting value for theigonservatlon agencies. As stated earlier, there is

investment. A checkoff is viable even if it generatesreally not a minimum amount of money needed to be

a small amount of money annually if it only pro- generated by a checkoff. A checkoff that generates
duces tangible results $15,000-$20,000 a year may have a major impact

on a problem.
Question 3: Does the market structure permit a

checkoff? Checkoffs on subsistence crops, or on

. ﬁff’> Although it is possible to create a checkoff
products or services that are marketed locally through', i )
. . . ~without government intervention, all checkoffs re-
traditional channels are unlikely to be effective.

Checkoffs work best where organized formal mar-qUire some government support. Even when govern-
ents have no involvement in the creation and op-

kets exist so that collection costs are low and thartn

evasion and free riding are detectable and are minF—ratlon of checkoffs, they must permit their agencies

mized. This requires that some sectors of the industp enter into agreements and contracts with checkoff

try are organized enough so that collections ar(cé')rganlzatlons. Most checkoffs require government

simple to make and easily monitored. Industriessuloport for their creation and operation. This in-

where there are a relatively small number of firmsVOIVement may simply be to recognize the legality

like tourist or timber industry are well suited for of a checkoff organization, or it may be consider-

checkoffs. Checkoffs are also well suited for com—ably more. In any case, a government must be

» willing to accept the existence of an autonomous
modities where there are large numbers of producers
. . group that collects a form of taxes and has some
but relatively small numbers of commaodity purchas- i i )
influence on the operation of public agencies.
ers, transporters, processors and/or exporters — as
long as these groups have effective record keeping

systems.

Question 5: Will governments support a check-
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3. Guide to Organizing a Checkoff

Checkoffs should be viewed as a component of ap
institution’s sustainable funding plan. The decision toWHAT STEPS NEED TO BE TAKEN TO
promote a checkoff should be the result of the procesQRGANIZE A CHECKOFF?

which develops a long term funding plan for an agency.

This plan should be developed as a result of a seridhe following steps should be taken to organize a
of meetings and conferences which involve key insticheckoff:

tutions that are concerned with an agency’s operatiOT
and output. These institutions may represent the pri-
vate sector, nongovernmental organizations, commw?) Conduct a feasibility study and decide about
nities, and government. It is through meetings with ~ implementation based on its results.

these groups that the potential contributions to sus3) |dentify or create an organization to promote and
taining funding for an organization can be assessed. jmplement a checkoff.

The previous section of this handbook was designed
to provide background information on checkoffs that*
can be used in the discussions involved in creating a
sustainable funding work plan for an organization.

Organize a working group/steering committee.

Evaluate alternative organizational forms for a
checkoff, choose the most appropriate one, and
formally propose a checkoff.

Part 3 of this handbook offers a more detaileos) Obtain necessary legal or legislative authority.

look at checkoffs and the issues that must be ads) Implement of the checkoff subject to the ap-
dressed in the process of creating them. It is intended proval of contributors.
for those who have answered the questions outline8
in the previous section and have concluded that one
or more checkoffs should be part of an organization’$f preliminary discussions about sustainable funding
funding plan. The first section of this chapter outlineshave identified checkoffs as a viable funding option, a
the process of organizing a checkoff program and théermal working group must be organized to develop and
issues that may be raised during the process. The ngxomote a specific checkoff. If multiple checkoffs are
section discusses the resources needed to organiz@raposed, a separate working group should be created
checkoff and the potential contributions of public for each one proposed. This committee should be made
institutions, nongovernmental organizations, the priup of key leaders of the groups that will be impacted by
vate sector, national governments, and internationdhe creation of a checkoff. These groups will have been
donors. The final and third section discusses some dédentified during the meetings that developed an
the alternative organizational arrangements that haviestitution’s sustainable funding plan. Typically this
been used in checkoffs to address the concerns gfoup would include leaders of the group which will pay
governments, recipient agencies, and checkoff corthe checkoff, the agencies or nongovernmental organi-
tributors. zations that will utilize checkoff funds, the groups that
will collect checkoff fees and the communities that will
be affected by checkoff expenditures. Typically the lead
institution at this stage will be the institution which is
seeking sustainable funding, but an organization repre-
senting checkoff contributors can also act as a lead
institution.

rganizing a Working Group

11



Once a working group is convened, the operating Once a set of priorities has been established, the
procedures of the working group must be formalizedgreatest challenge during this phase of checkoff de-
The parties involved in the working group must agreevelopment is to identify specific projects or activities
on decision making procedures and governance arttiat address identified needs. In general, contributors
there must be agreement as to the responsibilities @fant to invest their funds in specific projects with
all parties. At this stage it is important to securetangible outputs so that the utilization of funds can be
promises to provide the necessary human and finarasily monitored. Research and conservation agen-
cial resources to carry out feasibility studies and taies on the other hand are not accustomed to budget-
organize a checkoff. ing by activity and are more interested in receiving
funds for recurrent non-salary costs to support broadly

Successful working groups must be participa-

tory. The success of a checkoff requires the identifigmclned programs. Finding a mutually acceptable set

cation of a common set of interests between a reqf objectives usually requires both parties to change

. . . _.the way they think about research and budgeting. The
search or environmental protection agency, a private

sector group, and the public interest. The privaté)rOOIucer groups need to gain a greater appreciation

. . . . Of the processes of research and conservation and the
sector will require assurances that their money will be bl ) l o b duct
used wisely. The recipient agencies will want assur® ': a?enluets ;mé)s ea}[Ln ° (I:_come more produc
ances that the funds will not subvert their mission and" °1 Pt Orlented. LNCe the working grotp agrees on

will be used in ways that are technically and scientifi—a set of activities that a checkoff could underwrite, it

cally sound. The public will need assurances that threnust examine the financial and technical feasibility
. , L of a checkoff.
money spent will not benefit a special interest at the

expense of the general public. The exact concerrisinancial Feasibility

expressed will vary according to the kind of CheCI(OﬁcOnce a set of priority activities has been identified the

considered and the particular history. In some CaS&hancial feasibility of a checkoff can be rigorously

there will be few differences between the goals of the . ) . . .
. . i ) examined. A financial feasibility study must examine
groups involved in planning a checkoff and in othe

th b lativel ¢ 'both the cost of achieving checkoff objectives and the
cases here may be a relatively harrow area ot agrefr, o nt of funds that contributors are willing to as-

ment. Consequently, no two checkoffs will ever be
lik sess themselves.
alike.

The financial analysis requires a continuation of
the needs assessment process. Specific projects and
The first task of the steering committee is to conducactivities to be funded by the checkoff must be iden-

a needs assessment and a feasibility study. The grotiied with their costs. These projects must be of
must identify pressing research and/or conservatiorelatively short duration (1-3 years) and must have
needs that are not being adequately addressed habservable outcomes. They must be technically sound
cause of inadequate financing. A list of such needand address issues that are clearly important to those
should be an outcome of the process that leads to avho will pay the checkoffs. Identification of possible
institution’s sustainable funding work plan. The work- projects is a necessary part of a financial feasibility.
ing group must be able to prioritize needs by identiin addition the cost of the administration of the check-
fying a subset of needs that are important for theff itself must be identified. Administrative costs
institutions needing funding and the people who willinclude the costs of elections and checkoff collection
pay a checkoff. If checkoff contributors and recipi-as well as the costs of overseeing the use of funds
ents cannot develop a common set of priorities, generated by a checkoff.

checkoff is not a viable funding arrangement and
there is no need to conduct a feasibility study.

Conducting a Feasibility Study

After the costs of achieving checkoff objectives
are determined, these must be compared to the rev-
enues that a checkoff can generate. There may be
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instances when the cost of needed projects exceelly checkoff and by location, but the following are
the income generating capacity of a checkoff or whemoncerns that are frequently raised during the forma-
only long term projects can be identified. If the costtion of checkoffs.

of all priority projects exceeds the resources to be Examples of typical concems expressed by par-

generated by a checkofi, priorities must either IC)('i‘icipants are listed below. If these concerns are held

redefined or the idea of a checkoff should be abar‘By significant numbers of participants, a checkoff

doned. If most priority prgjects reguwe |nvestm§ntsmust be organized in such a way as to address them.
over very long ten-n periods of time, the working

group should probably consider the creation of adndustry Concerns

endowment either as an alternative to a checkoff or 84embers of checkoff paying groups are usually con-
a complement to it. Contributors are usually unwill-.orneq about returns on investment, fairness, and
ing to devote significant amounts of checkoff funds,ccountability. Some of these concerns will be voiced
to long term projects until the checkoff has operated;ithin checkoff working groups themselves. Others

successfully for several years. They must be CONy st he addressed during the checkoff referendum.

vinced of the value of their investment and develoqssues of particular importance include:

trust in recipient agencies before they will make long
term commitments. u

Financial feasibility studies must also assess the
willingness of contributors to pay a checkoff. The
survival of a checkoff is always dependent on the
vote of contributors; so it is vital to know how much
they are willing to pay for research and environmen-
tal conservation. Willingness to pay is not a constant.
Willingness to pay depends upon the importance of
projects that can be funded by a checkoff to potentia’
contributors and upon the level of control that con-
tributors have over the utilization of checkoff funds.m
In general, the more potential contributors value check-
off activities and the more control they have over the
allocation of funds, the more they are willing to pay.

Organizational Feasibility

Although a checkoff must be financially sound, an®

analysis of the organizational feasibility of a checkoff
is critical for success. Checkoffs can only be sustain-
able funding mechanisms if a successful partnershim
is formed between those who pay checkoff funds and
those who receive them. Such a feasibility study must
identify the requirements for a successful partner-
ship. The organization and operation of a checko
must be participatory and must address the concerns
of all of those involved in the checkoff. The concerns
of three groups are particularly crucial. These groups
are the contributors, the recipient institutions, and the
public as represented by governments. Concerns val

13

A concern about exploitation — contributors
usually pay substantial taxes. They fear that insti-
tutions will substitute checkoff funds for public
funds that are currently used to support checkoff
objectives. Such substitutions would not increase
the total funds devoted to the special needs of the
checkoff groups and would therefore be unac-
ceptable.

Concern that money paid to the government “dis-
appears” and cannot be accounted for later.

A desire for flexibility — contributors do not
want to be mandated to give a certain amount of
money to an institution. They want the right to
shift funds to whomever can use the funds most
efficiently.

Concern about the ability of employees of gov-
ernment agencies and non-governmental organi-
zations to work efficiently.

Fear that the checkoff money will be spent on
research and conservation programs that are of
little interest to checkoff contributors.

The issue of justice — should persons who dis-
agree with a checkoff be forced to pay for activi-
ties that they do not support. On the other hand,
if payment is voluntary, is it fair for all to benefit
from the payments of a few?

Concerns about equity — contributors are not al-



ways a homogeneous group. If priorities for use ofssues of technical feasibility and control. Among
checkoff funds disproportionally benefit a specific these concerns are:

group of prodpcers or a specmc region, shouldl Concern with the impact of checkoff funds on
those who derive less benefits have to pay? S )
agency priorities. The interests of checkoff groups

B Concerns about representation — will contribu-  are narrower than the agencies that are involved

tors in all regions and smaller contributors have in environmental protection and agricultural re-

a voice in checkoff decisions? search. The availability of funds from checkoffs
could provide an incentive for researchers to
change their research agendas.

B Concern about the value of research or environ-
mental protection.

Concern about the producer group’s ability to

identify and support good, scientifically sound

projects.

B Fear that recipient organizations will use check-.
off funds for maintenance of facilities, staff sala-
ries and prerequisites for checkoff officials and
employees. B Concern about continued public funding. Will

public funding of research and environmental

protection decline because checkoff funds are
merely substituted for public funds?

B Fear that the leaders of the organizations will not
be accountable to those who pay checkoffs.

B Concern about the misuse of funds by the check-

off organization or the agencies receiving them. Concern about satisfying the checkoff organiza-

tion. Good science takes time and checkoff orga-

B Concern that the funds generated by the checkoff nijzations are interested in projects of relatively
will eventually be diverted to programs not de-  short duration. Will checkoffs lead to an empha-
sired by the industry. sis on short term research to the neglect of impor-

B Concern about the duration of a checkoff. Contriby-  tant long term projects?

tors may see some short term projects that requil Concern about morale. Checkoff funds could
their funding but are unsure that checkoff funds are  create two groups of scientists - those who have
needed once these projects are completed. access to checkoff funds and those who do not.
This division could exacerbate the conflicts al-

B Concern about free riding. If checkoffs are volun- : o e
ready inherent within an organization.

tary, people who ask for refunds may enjoy the
benefits of a checkoff without paylng for them. Government Concerns

B Concern about use of research results. Publicagsovernment concerns are related to issues of author-
tion of research may lead to the transfer of techity and the public interest. Checkoff organizations
nology to competing nations or may generatéhave been granted a limited ability to tax and their
patents and royalties for the researchers at théxpenditures can influence the actions of public agen-

expense of the contributors. cies. Examples of government concerns include:
B Concern that the cost of achieving desirable goall Concern about delegating government functions
will exceed the ability of members to pay. (taxation, research, extension) to a non-

Concerns of Institutions Which Would Receive governmental agency.

Checkoff Funds B Concern about alteration of public priorities. Will

a significant infusion of checkoff funds alter the
publicly mandated mission of the recipient insti-
tution or reduce the agency’s responsiveness to
public concerns?

The public and nongovernmental institutions which
would use checkoffs as a component of their budgets
have specific mandates and missions. Their concerns
about checkoffs relate to the influences of a checkoff
on their goals and mission. They focus largely on
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B Concern about the misuse of funds on the part gbermit groups of producers or consumers to create orga-
the checkoff organization or nongovernmentalnizations to tax themselves without some kind of gov-
recipients of funds. ernment mandate.

B Concern about lack of a voice in decisions aboubDefining Checkoff Collection Procedures

the use of checkoff funds. The feasibility studies carried out by the organizing

B Fear that checkoff funds might be used to financgroup should identify a level of checkoff that is ac-
a political agenda or to lobby. ceptable to producers and at the same time produces
B Fear that the checkoff organization might Stopsuff|C|ent revgnues to contribute tg agricultural re-
o . . search or environmental conservation. Checkoffs are
working in the interest of its members or stop . o
o . collected at the time a product or service is sold. In
working in the public interest. i ) i
most cases, levies will be in the range of 0.5-5.0% of
the sales price of the product or service. The checkoff
ORGANIZING AND PROPOSING A level must b_e chosen in a way that both optimizes the
CHECKOEE beneflts derived from the checkoff and the support of
contributors.

If checkoffs remain an attractive funding alternative ~ rocedures for efficiently collecting checkoff fees

after completion of organization all and financial fea-&nd providing for refunds (if mandated) must be de-

sibility studies, the next step is to develop a proposaf€/oPed. The size and complexity of this task wil
for implementing a checkoff. This will include the dePend upon the organization of markets. Checkoffs

identification and/or creation of the organization ora'€ COst effective only in organized sectors of the

organizations that will eventually promote, organize €60N0my where good record keeping is the norm and

and manage the checkoff. Rules of governance muS@!es go through formal marketing channels. Check-
be created as well as mechanisms to assure that che@fS are particularly easy to implement in agriculture

off funds are collected and managed in ways thaSectors such as sugar, edible oils, tobacco, cocoa,
support the objectives of their contributors. coffee, rubber, and tea where products are either sold

o to large scale processors or through international
The Checkoff Organization commodity markets which are characterized by a

If checkoffs are to be an effective funding mechanism?l’ﬂ&” number of firms. Tourist services and the tim-
there must be a nongovernmental organization to marer and mining industries are also organized in simi-
age and disburse funds. This organization must repréar fashion. In sectors where some aspect of produc-
sent the group that pays the checkoff and be accountaiign or distribution of goods or service is dominated
to them. While an informal organization can explore thdy a few modern firms, these firms can collect check-
feasibility of a checkoff, a legally recognized organiza_Off assessments at little or no cost to the checkoff
tion must manage the funds. The nature of this organfrganization. In fact, if these firms support the objec-
zation will vary according to the structure of the industives of the checkoff organization, they may collect
try, the nature of the checkoff considered, and the rolgheckoff fees at no cost to the checkoff organization.

of government. There may be little need for direct government

In some cases, a checkoff organization can be créavolvement in the collection of checkoff fees in
ated with very little government involvement. It canhighly organized industries dominated by a few firms.
organize as a non-profit organization, trust, or associalhose who collect fees are highly visible and easily
tion under existing legislation. However in most casesnonitored. There are other industries which may be
the organization of a checkoff will require special leg-characterized by good record keeping systems and
islation or government approval before a checkoff orgaformal market mechanisms that are highly decentral-
nization can obtain the right to require the payment ozed such as cash grain production in the U.S., the
checkoff funds. Most nations do not have laws thahorticultural export industries in many African na-
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tions, and the tourist industry in some countries. Irpublic agencies to the groups represented by the check-
these cases, the large number of collection pointsff organization. The better the accountability, the
make it unlikely that everyone in the industry will more people are willing to pay. For this reason, cre-
voluntarily collect checkoffs and it will be difficult to ating mechanisms to assure accountability is critical
monitor every firm. for the formation of a viable checkoff organization.
Most of the objections or concerns expressed by those

In decentralized markets, the power of govern-

ment must be used to assure that checkoff funds a%)posmg the creation of a checkoff are related to the

collected. Some organization must be in a position 5>Ue of accountability.
audit those firms that collect fees and ensure that fees Accountability must be assured on at least two
are collected from everyone and given to the checkofevels. The first level involves the accountability that the
organization. Such checkoffs usually require the forceheckoff organization and those agencies receiving
of legislation to provide them with a mandate. Some<€heckoff funds have to contributors. Those who are
times a government may delegate the authority toequired to pay checkoffs must be assured that the money
enforce compliance with the checkoff to a checkoffthey contribute is being used to support activities de-
organization. More typically, governments will over- sired by the contributors. They want assurance the check-
see the collection of funds and then transfer theroff monies are not being used for the purposes outlined
directly to the checkoff organization. In this case,in the mission of the checkoff organization. They do not
checkoff funds ar@ever placed in the national trea- want checkoff funds to be used to support general agency
sury but are deposited in a separate trust fund that caperations or to create comfortable lifestyles for check-
only be used for purposes stated in a checkoff's maroff managers.

date. . . . )
In many countries previous experience with parast-

It is important to reiterate that checkoffs are notatal organizations and government agencies has created
a viable sustainable funding option if the cost ofsuspicions and uncertainties about whether the checkoff
collection is high, if it is easy to avoid payment, or if organization can be expected to use funds generated
most of the checkoff funds are eventually refundedefficiently or whether its leadership will be truly repre-
Cost of collection and ease of non-payment are influsentative of the interests of contributors.
enced by the structure of the market. The fewer col-

. : ) To aggravate these problems, agricultural research
lection points, the lower collection costs are and th%1

nd environmental protection agencies may lack the

easier it is to detect noncompliance. Collection COStﬁnanciaI management and reporting systems needed for

and non-compliance are particularly high in Indus'grant supported activities. Often these agencies have

tries where a large number of producers are not com-__ . ) .
. 9 P L i reviously been financed by national governments or by
mercial producers or where a significant portion of;

oreign donors. Neither of these sources may require

production is consumed and marketed locally. TheSSudgeting and funding autonomy at the level of specific

problems can be reduced if the firms involved at th%rojects. Funds from these sources may first go into the

collection points are involved in the operation of thenational treasury and then be placed in the general

checkoff. However, it is clear that the more central- . .
operating budget of an agency or unit. In these cases,

|zed.n.1arket|ng or processing s, the easier it is tocumbersome procedures may be in effect that prevent
administer a checkoff. . : .

either the timely expenditure of funds or the accurate
Accountability reporting of expenditures. Such not only reduce the

effective use of checkoff funds but may also make it

People are willing to contribute checkoff funds to ", .
. . . ._difficult to determine how funds were actually spent.
public agencies because they benefit from the im-

. o theckoﬁ funds cannot be substituted for public funds.
proved performance of these agencies. The principa

advantage to contributors of checkoffs over levies or A second level of accountability concerns the
taxes is that the former increase the accountability ciiccountability of the recipients of checkoff funds and
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the checkoff organizations themselves to the publibe well supported and the checkoff organization may
interest. Checkoff funds are typically used to financenot be able to represent the interests of contributors.
collaborative efforts between public institutions and

the contributors of checkoff funds. Typically, CheCk'caIIed unless a significant proportion of contributors

off funds pay for projects using public facilities and (10% or more) sign a petition calling for a referendum.

public employees. Checkoff organizations often "®While the exact number of required petitioners may

quire speual legislation gnd government support a\S/ary, the petition requirement assures that a significant
well. It is therefore crucial that checkoff funds are

number of contributors are kept informed about the

used to support programs that are in the public mte_réctivities of the working group as it develops plans for

est and do not distort the public mission of the |nst|-the checkoff organization.

tutions that they fund. In some cases, the public inter-

est can only be served if the public is represented on Checkoff contributors should also retain the right
the board of the checkoff organization itself. to petition for a referendum to cancel the collection of

checkoff funds or to alter a checkoff's objectives or

Accountability at all of the above levels must be
the level of assessments. Generally the same percent-

assured to facilitate passage of the referendum th%tge of contributors needed to petition for the creation

rr;\an?(atftfas ? chedckoff. f;l’heffl.rlsl; attemptsfto pass gf a checkoff are needed to petition for a vote on its
checkoll referendum often tail because ot CONCeMs v ,-q girections. Many checkoffs also have a “sunset

about accountability on the part of contributors. provision”. That is to say the referendum authorizing
Organizing Referenda the checkoff, limits its existence to a fixed number of

The long term survival of a checkoff depends on the ©2"s (usually 5 or 10 years). At t'hat time a' new

. . referendum must be passed to continue the existence
grassroots support of contributors. Without such sup—f the checkoff
port a checkoff will either be voted out of existence? ¢ Checkor.

or will find its mission subverted. Referendums are  Once the checkoff has been approved, the list of
the principal means for checkoffs to maintain thiseligible voters can be used for the selection of repre-
support and for maintaining communication amongsentatives to the checkoff organization itself. Petition
contributors, recipients, and the checkoff organizaand referendum processes assure that checkoff orga-
tions. Elections and the possibility of referendumsization remain accountable to their contributors.

ensure that contributors will be constantly informedWhat Resources Are Needed to Start a Checkoff?
about the activities of the checkoff and the role that '

they play in it. African institutions possess all of the financial and
human resources needed to create checkoffs. Check-
. . i i } off development requires considerable time commit-
eligible voters. This is quite simple to obtain for

) ] , ments from relatively large numbers of people, but
highly organized sectors where lists of producers ' . . .
the financial resources required are quite modest com-

firms, and consumers are maintained. However, mOfSared to other types of sustainable funding mecha-

decentralized sectors of an economy may not havﬁisms. Nonetheless, the organization of a checkoff

lists. In this case, participants in the checkoff Organlz?equires that one or more of the institutions involved

Ing group must agree to a voter registration pl’OCGSlﬁ the Working group must provide staff to support

and obtain the funds needed to finance voter regIStr%'oordination and planning. Some funds are also needed

tion. In the U.S. the government and/or industry 5o support a limited number of activities. These funds

sociations have assumed responsibility for this aCt'VFnust either be provided by working group members

ity. It is important to emphasize that a mechanism

t be found t ist ority of potenti I|n cash or in kind or the group must seek outside
must be found 10 register a majority ot poten Iafunding. Financial resources are needed to fund the

contributors to vote. If a large percentage of Conmbufollowing activities:

tors are not registered to vote, the checkoff may not

In North America, checkoff referendums cannot be

A precondition for any referendum is a list of
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B Provision of basic staff support to the checkofforganizations. Regardless of the form that a checkoff
organization. Such support includes maintainingakes, checkoff organizations must have the ability to
a secretariat to assist in coordination and commuegally collect and disburse funds.

nication. . g
There is also a need for some organization to

B For legal services. These are needed to createraonitor the operation of checkoffs to ensure that the
checkoff organization that can legally enter intointerests of contributors are being met. In most cases,
contracts and issue grants to public and privatéhe government is the best qualified institution to
institutions. provide this important service.

B Support of lobbying activities. In some cases  Because checkoffs often fund public institutions,
there may be a need to work with government t@overnments may wish to be active partners in a
help modify existing legislation to permit the checkoff. They may assume responsibility for orga-
existence of a checkoff. nizing referendums and the enforcement of checkoff

B Organization of referendums. Eligible voters will re.gulatlons.. They may_ also want to nommate persons
with technical expertise to act as advisors to the

have to be identified, a petition campaign orga- o
. . o checkoff organization. The exact role of governments
nized and finally, a campaign in support of the

. . should be established early in the process of checkoff
checkoff idea must be carried out. ) i
development. It is perfectly appropriate for govern-
B Conduct of referendums. There are costs involveghents to be involved in checkoffs as long as primary
in carrying out referendums, assuring referencontrol over the checkoff remains in the hands of
dum integrity and counting votes. contributors.

B Support of interim staff. Once a checkoff is ap-What Roles Can Donors Play?

proved by a vote of contributors, the checkoff o .
o . The organization of checkoffs involves grassroots
organization must be put into place, a plan for the

. e . . organizing and the participation of local institutions.
collection and utilization of funds. This organi- Checkoff ire that b fth ivat ‘
zation must be created and stafféegfore the eckofls require that members of Ine private sector

. . and the public institutions which carry out environ-
collection of checkoff funds begins. i i
mental protection and agricultural research develop a
B Creation of financial oversight and managementommon set of interests and form a working partner-
systems for the collection and utilization of funds.ship. As a consequence, this process must be led by

Those participating in the working group may representatives of local institutions or the process

provide many of the resources outlined above “nVill Not be sustainable.

kind”. For example, they may supplement staff with  Donors cannot take the lead in the formation of
legal or financial expertise temporarily to the check-checkoffs, but they can accelerate the process of check-
off organization or lend vehicles and office space taff development. They can do this by providing in-
the organization. Thus the total amount of cash needeséntives to those supporting checkoffs and by provid-
to organize a checkoff may not be large. ing modest levels of funding in support of a limited
number of activities. Examples of such activities are

listed below:
Governments play no fixed role in checkoffs. Their

involvement will vary considerably depending upon ~ Education. Donors can organize workshops and
the size and complexity of the proposed checkoff th&aining sessions for institutions interested in sustainable
structure of the industry involved in the checkoff andtnding and support the development of funding work
the political importance of the mission of the check-Plans. They can also support educational conferences
off. At a minimum, governments must provide thefor groups specifically interested in checkoff organiza-

legal framework to support the existence of checkoffions. Such activities can facilitate the development of a
checkoff and at the same time educate those who must

What Roles Should National Governments Play?
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eventually vote to create a checkoff. Donors can alsq LTERNATIVE EORMS OF CHECKOEE
support networks of institutions interested in checkoffb‘

funding and can fund study trips, conferences and eleg RGANIZATION
tronic bulletin boards.

. . Checkoffs are participatory institutions. Their nature
Consultations. There are numerous instances when . . .
. ) ) and their organization are reflections of the needs and

checkoff organizers may need consultations with lo- .
' . . concerns of the groups that they serve. Even within the

cal legal, financial, and technical experts. At the very .
. . . U.S. no two checkoffs are alike because the stakehold-

least, legal assistance will be needed to provide for . . .
X . ._ers are different in every case. Consequently, thaie is
elections and to create a legal entity that can receive

. s model checkoff organization that can be presented in a
and disburse funds. Accounting systems must also : - .
. handbook and copied by groups wishing to organize a
created as well as by-laws for the checkoff organiza-
heckoff. Checkoffs are the result of a process that

tion. Donor funds could be used to pay for some OE ) N o
uilds consensus among a coalition of institutions and

these services. groups. Nonetheless, the experience of existing check-
Elections. Donors can play an important role inoffs is valuable. The following are examples of institu-
helping set up the election process for approval ofional solutions to specific problems faced by checkoff
checkoffs. They can finance the registration of vot-organizers.
ers, the actual mechanics of managing the electio
and even some of the campaign costs. However, chec
offs should generate enough funds to pay for futur
elections so donors must be sure to create electio
procedures that local institutions can manage with thé) Criteria for granting funds are on a project basis
funds available to them. so that it is clear to contributors what additional
benefits they are receiving.

_hat Mechanisms Combat the Lack of Confidence
In the Ability of Checkoff Funds to Be Used Wisely
r}/ Public Agencies?

Operating funds. Donors should not provide
money for the operation of checkoffs except in the2) Grants may fund direct research expenses and
form of endowments. Heavy donor involvement will ~ may limit amount of money used for investigator
undermine the level of ownership in the checkoff that  salaries and for overhead.
contributors must have if this funding source is to bes)
sustained.

Grants and contracts are given for specific needs/
items so that it is possible to verify expenditures.

Start up funds. Once a checkoff is approved by q,{)
vote of contributors, the checkoff organization must
be put in place so that funds can be collected and
properly spent. Typically, the checkoff organization
will have to begin operation 6-12 months before check-
off funds begin flowing. Donors could provide finan-
cial support during this crucial period as long as the
level of support were at a level that could be main-
tained with checkoff funds alone.

Where public agencies lack the accounting sys-
tems needed to satisfy contributors, the checkoff
organization may provide resources “in kind”
rather than in cash. That is to say that the check-
off organization may employ temporary laborers
or technicians and purchase supplies and equip-
ment for a project rather than to give the grantees
cash.

Checkoff organizations are free to fund whomever
they choose, be it government agencies, non-gov-
ernmental organizations, universities or private firms
on a project basis. Requests for proposals are issued
and the best proposals are funded irrespective of
source. Non-performance by a grantee will deprive
them of future funding.

Financial oversight. In some cases donors ma)?
need to finance auditing functions for the first years
of a checkoff in order to institutionalize systems for
government agencies, the checkoff organization it-
self and for the recipients of checkoff funds.
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Must Checkoffs Have a Provision for Refunds? problem except the effective management of

The provision of refunds facilitates the passage of a checkoff funds.

checkoff referendum because it permits those whélow Can the Governments Be Assured That the
oppose the checkoff concept to opt out. The organi€heckoff Is Operated in the Interests of the Public?
zational structure of a checkoff permitting refundsIn the U.S. the Federal and state governments may be

can be simpler than one that does not, because repre- .
ST . given the power to cancel a checkoff in the event that
sentation is not a big issue. Most checkoffs start b

¥, checkoff no longer serves the public interest. How-

permitting refunds. Once the checkoff has provedever’ governments can only abolish checkoffs. They

|ts§If, contributors may support a referendum to '€ annot take over the collection of funds and/or the
strict refunds.

management of the checkoff.
What Are the Advantages and Disadvantages of
Refunding Checkoff Payments to Individual

Contributors?

Governments may periodically audit the finan-
cial records of the checkoff organization and/or the
organizations receiving the funds.

Advantage 1: Refund of checkoffs increases suppoﬁow Can Contributors Be Assured That the
for the checkoffreferendum from producers be- Checkoff Organization Will Continue to Be

cause persons are not compelled to pay for Som?iesponsive to Their Needs over Time?
thing that they do not support.
The ability to obtain refunds provides assurances

to contributors that they can control the organiza-
tion.

|
Advantage 2: Refunds increase the accountability of a
checkoff organization because they in effect amount

to an annual referendum on the checkoff.
A provision that a new referendum can be called

at anytime on the petition of contributors (10% of
eligible contributors).

|
Advantage 3: Purely voluntary checkoffs can be set up
more easily and require less government involve-

ment in their operations than mandatory ones.
Sunset provision which calls for the cancellation

of the checkoff after a period of years unless
renewed by referendum of contributors. Typi-
cally the checkoff must be renewed through a
referendum every 5-10 years.

Disadvantage 1: If benefits of a checkoff accrue to the.
whole industry, a person who asks for a refund can
benefit without paying. This is not a problem in
instances where contributors have special access to
information or services produced with checkoff
funds. Where this is a problem, steps must be takd® Existence of a representative body to allocate
to reduce free riding?ossible Solution:Contribu- checkoff funds. If the contributors are not a ho-
tors may be asked to vote to change the terms of the mogeneous group and are divided along regional
checkoff. For example, refunds may become more  Or some other lines, steps can be taken to assure
difficult to obtain or subject to limitations. At some the representation of major groupings in all check-
point they may even be eliminated entirely. off decisions.

Disadvantage 2: There may be an equity problem M Term limitations for checkoff leaders and repre-
larger producers and firms may have more incen- sentatives of contributors.

tives to obtain refunds than smaller ones eventhoudly | imitations on the compensation to be received by

they may receive relatively more benefits from the  hackoff leaders included in the checkoff charter.
checkoff.Possible SolutionLimiting refunds may

also partially solve this problem. Rules that set a limit to the percentage of checkoff

. ~ funds that can be devoted to salaries and adminis-
Disadvantage 3: Refunds may lead to fluctuations in  yation of the checkoff organization itself.
funds available to support checkoff objectives.

There is no good organizational solution to this™ Requirement that changes in the by-laws or mis-
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sion of a checkoff must be approved by legisla# There should be strict term limits for board mem-

tion or a vote of contributors. bership as well as officer positions.
How Can Freeriding Be Minimized and the What Can Be Done to Assure Institutions Receiving
Contributors Be Assured That They Are Major Checkoff Funds That Checkoff Funds Will Be Used
Beneficiaries of Activities Funded? in Technically Sound Ways and Will Not Be Used to

Undermine the Goals of the Institution?

B Refunds can be limited.
B In the case of patentable innovations, there can Members. gf major recipient organizations may
. : be “ex-officio” members of the board of the check-
be an agreement as to the sharing of royalties. N
off organization.
B In the case of research, results may be present ) i
. A two-tiered review system can be used to assure
at events for contributors only or there may be ) . :
. L the technical quality of projects funded by check-
restrictions on the publication of results. For ex- o
. . off funds. The checkoff organization may state
ample, results may not be published without con- oo )
. o its priorities and issue a request for short pre-
sultation of the checkoff organization for a set SR
. . proposals from qualified institutions. The check-
period of time (2 years). . L
off can review these documents and prioritize
What Can Be Done to Ensure That the Checkoff them. Those receiving highest priority would then
Organization Will Pursue the Interests of the be asked to submit full proposals. Full proposals
Industry as a Whole and Not Those of an Influential would be reviewed by a group that includes per-
Segment of the Industry? sons with relevant scientific and technical exper-
B If the industry is not homogeneous, the board of ~ USe-
the checkoff organization must reflect the re-m Efforts must be taken to continually educate the
gional or organizational diversity of the industry.  checkoff organization and checkoff contributors
In some cases, smaller enterprises, processors or on both the value of checkoff supported activities
specific regions must be assured representation and the “art of the possible”.
on a checkoff board. ) ) )
This section has outlined the steps to be taken to
B f processors or handlers play a major role in thecreate a successful checkoff organization. It attempts
collection of fees, they may need representationo outline the kinds of issues that can come up in the
on the checkoff board. process of organizing a checkoff. The most important
B The checkoff organization should be legally sepating to remember is that not all checkoffs are the
rate from government organizations, produceS@me- The organization 9f a ghegkoff depends upon
groups, and cooperatives even though there ma§pa|e of the orga.nlzatlon, its objec.tl\./es and the amount
be overlaps between the leadership of thesef tru§t that §X|sts among participants. Checkoffs
groups. involving relatively small numbers of people who
. interact with each other frequently and which pay for
B Candidates fora chegkoffs board should be nomipjghy visible projects can be quite simple. However,
nated through a petition process rather than bgnecioffs involving large numbers of people scat-
nominated by existing boards of directors. tered over considerable distances and which pay for
B Candidates for the board should be required t@ wide variety of projects will require considerable
disclose any potential conflict of interest. planning and organization.
B Board members should be reimbursed for ex-

penses incurred in conducting board business so
that all income levels of producers may be able to
serve.
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Appendix A:

The Carambola Research Committee
by Robin Albee

This paper presents a case study of the efforts &outh Florida. The TFGSF articles of incorporation
carambola producers and the University of Floridestate that the purpose of the organization is to “pro-
to jointly finance and carry out research on carambolanote the commercial development of tropical and
production using funds generated by the carambolaubtropical fruit crops in Southern Florida through
producers themselves. It illustrates how significanscientific research, education and publication, to
amounts of research can be generated from modeshgage in any other legal activities which its mem-
funds generated by a small industry. The case dfers deem consistent with these objectives and goals,
carambola production in Florida provides an illus-and to engage in all activities permitted by and not
tration of how grower financed research might benconsistent with the Florida-Not-for-Profit Corpo-
feasible in developing countries. For the purposes afation Act.”

this study the researcher interviewed tropical fruit The rare tropical fruit market grew rapidly

growers, county agents, extensionists and researcniroughout the 1980’s. This growth was one factor

ers from the University of Florida, and one tropical. . o
fruit handle in prompting growers to organize into a growers
ui r.

association like the TFGSF. Recognizing the com-
mercial potential presented by the demand for rare
tropical fruits from Immigrant populations in Mi-
ami, individuals began planting commercial fruit
groves in 1982. The need for research was a concern
In the last twenty years, the agricultural area aroungbr carambola growers from the outset. As the in-
Homestead, Florida has seen a dramatic increase dustry grew, growers became increasingly frustrated
the production of “minor” tropical fruits such as with what they perceived as an information gap
mango, carambola, lychee, and longans. Unlike majategarding basic horticultural and production issues
tropical fruits (lime and avocado) which have fed-concerning rare tropical fruits. One grower express-
eral and state marketing and research orders, mingig the frustration felt by the tropical fruits industry
fruits growers had remained relatively unorganizedin the mid 1980s said, “Florida row crop agriculture
In 1988, a collaboration between minor fruit grow-was in a big decline, yet carambola was growing like
ers (mostly carambola), the South Dade Countyrazy. But at this time no state money was received
Extension Service and the Tropical Research angior promotion and/or research) and no university
Education Center (TREAC) resulted in the creatiorresearch was being conducted on carambola. We
of The Tropical Fruit Growers of South Florida, were getting nothing.” Despite high demand and
Inc. The Tropical Research and Education Center igood fruit prices throughout the 1980’s, carambola
a University of Florida research station emphasizingyrowers realized that oversupply would be a prob-
research, teaching, and extension programs focufem as production increased. Thus promotion, to-
ing on the tropical and subtropical fruits and veg-gether with research became the two biggest needs
etable crops of southern Florida. and concerns voiced by the fledgling minor fruits

The Tropical Fruit Growers of South Florida iNdustry.
(TFGSF) was organized as a growers association to
give fruit growers a voice and representation in

BACKGROUND
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NEEDS ASSESSMENT FINANCIAL ASSESSMENT

Dr. Jonathan Crane, a South Dade County extensioffter arriving at a grower consensus on the need for
agent at the time was instrumental in the initialresearch, the first task of Crane and the carambola
TFGSF and CRC organizing process. When Crangrowers was to decide whether or not they could
arrived as an extension agent in 1987 he visited angenerate the critical mass of money needed to fund
spoke with many growers who expressed their inthe aforementioned research. This needs assessment
creasing need for minor tropical fruits research andask was carried out by Crane who wrote and distrib-
promotion. Crane was also influenced by long timeuted a detailed survey to all known Carambola grow-
observers of South Florida horticulture who stronglyers, which he identified by compiling a master list
recommended the creation of some type of “growergiven to him by different tropical fruit packing-
association” in order to give voice to the needs ohouse. The results of this survey together with con-
the burgeoning minor fruits industry of the area.servative estimates of grower participation (70-75%)
Early in 1988 Crane began meeting weekly with avere presented in a public presentation that was
“core” of seven to nine growers, mostly carambolaattended by nearly all of the carambola growers in
producers, with the goal of putting together somedhe region. Following are results of the survey which
type of structure. Within months the Tropical Fruit estimated the potential revenues from a checkoff
Growers of South Florida, Inc. was formed. Thegiven existing numbers of carambola trees.

initial board of directors was composed of seven
directors who in turn elected five officers from
among their ranks to manage the affairs of thd

Table A:
Basic Carambola Industry Statistics

corporation. The organization is financially sup-

ported through annual membership dues ($50 pqr Total

year). The TFGSF does not have any significanfDescription Number Average

overhead expenses since it has no permanent offige.

Most meetings are held free of charge at confereng garambola Acreage 339 °.0
i arambola Trees 41,400 618

rooms at the TREAC research facility. The TFGSHcarambola Trees 123

mail box is also located at TREAC. Per Acre

By 1988, carambola, the most promising of the .
. L Carambola growers were also presented with a
minor fruits in the Homestead area, had grown to

variety of different ways in which they could assess

over 300 acres and the need for improved pr00|ucfhemselves. The three major funding mechanisms

tion and horticultural methods was becoming in- : .
) i considered were assessments based on a specified
creasingly apparent. In particular, growers wanted .
amount per lb. of packed fruit, an assessment per

to know which cultivars grew best in the marine sub-

tropical climate of th Dad ) 4 what th tree, or a given percentage of gross profit. After
ropical climate of sou ade counfy and wha ediscussion, members of the CRC chose a dollar

nutritional needs of these trees were. In Septemb%rmount per pound basis whereby they agreed to

of 1988, six months after start up of TFGSF, the
c bola R he ittee (CRC ¢ Ea}ssess themselves one cent for every packed pound
aramboia e.searc ommittee ( _) W?S Om_]eof carambola fruit that they sold (in 1994 the CRC
under the aegis of the TFGSF. Following is a brief . .
) i board voted unanimously to increase the assessment
history of the steps that led to formation of the CRC, . .
rate to 1.5 cents. A simple majority of votes were
needed for passage). These assessments in turn were
to be collected by the handlers of fruit packing-
houses. This range of money raised through assess-

ment, based upon the survey results, was calculated
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Table B: Money Generated from 70% Packout

Estimated Research Money

Generated from Percentage Assessment

of Growers Profit Through Packinghouse
Fruit
Price per Gross
Pound Profit 1.0% 1.5% 2.0% 2.5%
0.25 259,114 2,591 3,887 5,182 6,478
0.35 362,759 3,628 5,441 7,225 9,069
0.45 466,405 4,664 6,996 9,328 11,660
0.55 570,050 5,701 8,551 11,401 14,251
0.65 673,696 6,737 10,105 13,474 16,842
0.75 777,341 7,773 11,660 15,547 19,434
0.85 880,987 8,810 13,215 17,620 22,616
0.95 984,632 9,846 14,769 19,693 24,616
1.00 1,036,455 10,365 15,547 20,729 25,911
Figures are in US $.

to be enough to begin contracting research projecidirector was receptive and agreed to be on the board
through TREAC. In addition to a unanimous con-of the CRC. The Director was not actively involved
sensus on this agreement, growers also decided @ CRC proceedings, his membership being largely
raise some money for immediate research instead sfymbolic. The Director also made a possible re-
waiting until sometime the next year when the treesearch agreement more attractive by agreeing to not
would begin bearing fruit. Towards this end theycharge any research station overhead on contracts
assessed themselves a one time only charge of 5dth the CRC.

cents per tree which raised $12,000. The next issue for the carambola group was to

It is important to note that extension researchergletermine what kind of institution would work best
did preliminary groundwork to ensure that the op-to house collected checkoff money. After some dis-
tions presented were feasible. Crane says that he andssion the group decided to organize itself as a
another South Dade County extension agent, Carlasommodity research subcommittee under the already
Balurdi, theorized that using packinghouses as thexisting Tropical Fruit Growers of South Florida,
points of collection and TREAC as the means ofinc. Most CRC members agree that they would have
research would be the best option and the one hoperganized for the purpose of funding research even
fully chosen by the rest of the CRC membersif an organization like the TFGSF wouldn’'t have
Before this meeting to discuss survey results anéxisted. Although the group felt that they had the
options, Crane and Balurdi spoke with differentindependence and the assurance of success needed
packing houses and received their assurance of sufp incorporate themselves as a non profit organiza-
port regarding assessment collection. In particularion, in the end, they chose to ally themselves with
they received a verbal commitment from J.R. Brookshe TFGSF. This was done primarily for financial,
and Sons, the largest fruit and vegetable packintegal, and political reasons. Financially, this ar-
facility in south Florida. In the months before thisrangement enabled the CRC to reduce costs by using
meeting Crane also spoke with the director of TREACTropical Fruit's free meeting room space at TREAC,
about doing contract research with the CRC. Thets treasurer and bank accounts. In a legal context,
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the Tropical Fruit Grower’s represented an easyCRC as a subcommittee of the Tropical Fruit Grow-
already existing incorporated, non-profit financialers was envisioned as a collaborative effort that
house in which to hold any money raised by theeffectively allows members, in the words of one
CRC for research. Political reasons, however, wergrower, to “wear two different hats.” One “hat” is
the major impetus prompting the carambola growershat of a commodity organization strengthened by
to organize themselves under the Tropical Fruitsinited members for the kind of lobbying and overall
umbrella. Dr. Crane shares the sentiments of mamepresentation deemed necessary by the competitive
growers when he says, “If you want to have a voicgolitical and economic climate of south Florida,
in agriculture in south Florida you have to have thewhile the other is that of an apolitical organization
numbers.” With the TFGSF, sufficient numbers anddedicated to successfully funding research for its
consequent voice are generated by organizing all ahembers. The Carambola Research Committee, as
the minor fruits (carambola, lychee, and longansexplained in the TFGSF by-laws, is an autonomous
primarily) into one organization. The Tropical Fruit organization:

Grower’s function as an advocacy organization for
the growers was realized in 1994 when the organi-
zation helped secure a $300,000 direct grant from
the state of Florida for research and promotion
regarding minor fruits. Prior to this year, the Tropi-
cal Fruit Growers had tried and failed for 5 years to
secure this type of annual state grant. Tropical Fruit
growers seem to agree that it took this long for the
members to develop the necessary political and ad-
ministrative acumen to successfully lobby state leg-
islators for funding.

Crane and the carambola growers are the pri-
mary architects of the Tropical Fruit Growers of
South Florida, the CRC, and the “vision” that unitesof

Each Fruit Commodity Committee’s members may, by
a simple majority vote of it's members, assess them-
selves in a manner, an amount and for a purpose which
they alone determine. The Fruit Commodity Commit-
tee shall have absolute control over the funds which it
assesses and shall maintain a separate bank account for
that purpose. Only members of the Fruit Commodity
Committee who are approved by the Committee shall
be authorized to draw and sign checks of the Committee’s
bank account. The By-Laws and Articles of Incorpora-
tion of the Tropical Fruit Growers of South Florida
shall not be amended or altered in any manner to
impinge upon the Fruit Commodity Committee’s abso-
lute control of it's own funds.

The current CRC Board of Directors, consisting
fourteen members, is comprised of ten growers,

the two. This vision, a word used repeatedly by thighe director of TREAC, a south Dade county exten-
core group, was of an umbrella organization like thesion agent, and one TREAC researcher/extensionist.
Tropical Fruit Growers of South Florida having anThis board of directors combined with the group’s
influential voice by representing different kinds of current consensus on research needs enables mem-
minor tropical fruit growers. Then, as explained inbers to conduct tasks such as prioritizing research
the Tropical Fruit Growers by-laws, research and/ostudies and deciding which projects to fund rela-
promotion could be conducted by sub-committeedively straightforward. Quite often members sit
organized under the auspices of this parent organaround a table and arrive at a unanimous consensus
zation. With encouragement from Crane and influ-on what to fund. At other times a vote is required.

ential growers this is the route that the CRC even-
tually followed. “Too much individualism” is one
the major reasons that Crane cites in explaining the
failure of many agriculture coops and farmers groupé)
in Dade County over the last 40 years. Crane aty)
tributes part of this ineffectiveness and failure of
other grower associations in the area to the steadfast
refusal of these groups in the past to ally itself with
other small fruit growers associations. Thus the

28

Following is an example of a CRC research

contracting procedure:

CRC wants to fund $30,000 research project.

A contract between the Tropical Fruit Grower’s
of South Florida/Carambola Research Commit-
tee and the Institute of Food and Agricultural
Services is signed detailing financial arrange-
ments and tasks to be accomplished.



3) The state of Florida actually pays the $30,000 co®) 1994 — Manipulation of flowering and harvest-
of the project in bulk sum payments. The CRC ing.
through it's parent organization, the Tropical Fruit — Sooty blotch study.
Growers, then repays the $30,000 to the state of — Total cost $40,000.
Florida in regular installments. For example, thegreerider Issue

CRC growers might agree to pay $5,000 every 6

months for a duration of 3 years. CRC memberérhe freerider issue, i.e., those who hope to capture
agree that if the CRC did not start a researcisome of the benefits of grower financed research but

project until the entire cost of the project Wasdo not want to participate through the giving of

raised it would take a long time to get any researcﬁnoney or tlm_e, is dealt W'th in two different ways.

done. The University of Florida’s Institute of Food A major freerider related dilemma developed early
and Agricultural Sciences (IFUS), according tobetween TREAC, a public institution with a mandate
Crane, understands that cash flow is a problerﬁo publish research findings and the CRC a private
with many grower organizations and has thusLrganization not receptive to the idea of providing

established a mechanism using discretionary a({_esearch results to growers that did not contribute

counts to loan money on the understanding that fhoney to the CRC. The growers were espgcially
will be paid back concerned that “off-shore” growers from Thailand

and Taiwan, their biggest overseas competitors,
The initial 50 cents/tree assessment togethafould benefit from the research. The compromise
with the regular 1.0 cent/lb. assessment generatgdsched by TREAC and the growers was that re-
enough money to start a 4.5 acre research grove gkarch results would be published two years after the
TREAC. CRC generated money paid for the lanccompletion of the research project. During the two
preparation, irrigation development, total cost oOfyear period before the research is actually published
planting, maintenance, and wind screens. TREAGREAC informs CRC growers of the results. TREAC
pays for faculty and staff salaries, buildings, mainyesearchers say that they are able to justify this
tenance, and overhead. In addition, the CRC culhecause “officially” TREAC is only obligated to
rently pays for a full time technician for data collec- giscyss research in progress with the research do-
tion and research assistance in the test grove. nor. Another way in which TREAC and CRC col-

TREAC and the CRC have determined that'@borate in order to thwart possible free riders is
areas of research needing more intensive contrdhrough the CRC sponsored field days. Ordinarily,
would be administered on the experimental groves atREAC sponsors field days during which research
the TREAC site, while studies requiring less control'esults can be explained and disseminated to grow-
or needing larger trees would be done off-site witters. However, the first field days that TREAC held
the cooperation of growers in their groves. Sincd€garding carambola were attended by a number of
1990 the CRC has entered into three major researd®n CRC growers. Since TREAC was not able to

contracts with TREAC totaling $235,076. legally exclude members of the general public from
official functions like field days it was decided the

Research was financed in the following aréas.crc would sponsor subsequent carambola field days.
1) 1990 — Applied methods and rates of NitrogenrFor these CRC sponsored field days the guest list

and lIron. consists exclusively of CRC members.
— Tree size control and training.

— Total cost $92,221.
2) 1993 — Manipulation of flowering and harvest-
ing.
— Pytheum root rot control.
— Total cost $102,855.

The freerider issue is also important in the
discussion of promotion and advertising. Promotion
with carambola, a fruit that most consumers aren’t
familiar with, was an issue from the beginning.
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Promotion, however, presented a much thorniesearch administrators like Bryan who opposed the
problem to carambola growers than did simple replan maintaining that money for the tomato research
search. Promotional activities were not originallywould have come from University of Florida —
funded because the largest packer and many growdfSUS and the TREAC operating budget; and unlike
did not want to participate in a promotion campaignCRC funded research, the funds for the tomato
of any kind. The only grower and packinghousebreeding project would have necessarily meant less
consensus at that time was for more research thusoney for other TREAC projects. Bryan concludes
the CRC was created. that grower funded research is important because it
gets farmers and growers into the habit of contrib-
uting “and that’s important nowadays when research
budgets are lean and possibly getting leaner.”

SUCCESS

Many said that the success of the individuals
The CRC is perceived as being a very proactive anghvolved created the proper atmosphere of success
successful organization by its members and manjor the CRC as a group. Of the 65 growers of the
others familiar with the tropical fruits industry. They CRC, fifteen or so are very active in running the
stand in marked contrast to other grower group€£RC. Of the fifteen active growers there are five
such as the Mango Forum which are widely perwho have been especially instrumental in developing
ceived as being ineffective. According to Reedthe CRC. This core group, referred to by some as
Olszinsky, director of Tropical Grove Services for the “big five” comprise the most influential carambola
packing house J.R. Brooks, “The CRC is as focusegrowers. These growers who donated generous
as the Mango Forum is unfocused.” The vision an@mounts of their own time in getting the CRC up and
organization of the CRC are among the reasons cita@inning are self described as having attributes such
by Mango growers on why they decided to join theas wisdom, willpower, and dedication. The growers
Tropical Fruits Growers as a commodity sub-com-are successful and do indeed seem to exhibit many
mittee. In addition, lychee and longans growers argf these characteristics. A profile of the “big five”

currently organizing a Tropical Fruit Growers/Lycheegrowers (and indicator of group dynamics) would
and Longans Research Committee based on the CR{fso include the following descriptors:

model. . .
B Most of the growers are relatively young — mid

Another reason for CRC’s success is the quality
of its research and its responsiveness to grower’s
needs. Growers have adapted most CRC sponsored
TREAC research very quickly. For example, Johnll
Crane reports that after TREAC communicated re-
sults of tree training research showing that toppeg
trees produced significantly more fruit, “within days”
most of the carambola growers in the area had
topped their trees. u

H.H. Bryan, the acting TREAC director is im-
pressed with the way in which the CRC has funded
research at TREAC and maintains that it is a prece-
dent for commodities wanting research done at the
center. In the last couple of years the tomato indus-
try has tried unsuccessfully to convince IFUS to set
up a tomato breeding program at TREAC. The
tomato industry has failed, in part, because of re-
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40’s.
Carambola groves are large, at least 5-10 acres.

Most growers have at least a bachelors degree.
A number have advanced degrees.

Most growers are in the upper/middle class
income bracket.

Fruit growing is not their primary source of

income. Many growers have kept their profes-
sional jobs and view their carambola groves as
additional income and an occupation they may
be able to enter full-time if the market becomes
lucrative enough. There are only a few growers
that rely exclusively on fruit sales for their main

source of income. These are larger growers for
whom fruit growing has become a second or



third profession. Most growers do not have any  Growers agree with extension’s findings on fi-
formal agriculture education or background. nancial viability of checkoff idea and choose

The communication and rapport that characterize one of several different feasible funding schemes.

the group dynamics within the CRC also apply to the8) Institutional assessment. Marketing and indus-
committee’s relations with outside institutions. This  try structure are determined to be adequate to
can be most clearly seen in the close working rela- support checkoff operation with carambolas.
tionship that the CRC has developed with the county Handlers, in particular, are brought into the
extension agents and TREAC researchers, and most checkoff loop by their agreement to act as the
of the regional packinghouse. Together these institu- crucial bottleneck at which point assessments
tions have been able to fund and administer research are collected from growers. Another institu-
and creatively deal with problem issues such as tional assessment is the identification of a sub-
freeriders (as they relate to research — not promo- committee of the Tropical Fruit Growers of

tion). South Florida, Inc. as the best organizational
format for growers to manage their checkoff
funds.

ISSUES/LESSONS LEARNED Although the CRC was formed for the sole

purpose of funding applied research for the benefit
In looking at the history of the CRC organization, itof its members it would be misleading in a way to
is important to note that after producers and extenthink of the CRC as a single task organization.
sion officials decided to pursue some form of pro-Rather, it is part of the Tropical Fruit Growers
ducer funded carambola research, the actual formavhich is multi-task in orientation. In addition to the
tion of the CRC was not the first step in the sequenceylitical and advocacy roles played by the Tropical
Rather, the first activity was to calculate total Fruit Growers, the by-laws of the organization state
carambola production and then determine what kinguite clearly that commodity committees (such as
of assessment would be palatable to the growerthe CRC) exist for “the purpose of supporting and
Next, they agreed upon a feasible assessment methfgithering research, education, marketing and de-
that worked by effectively incorporating handlersyelopment of the fruit.” The CRC as a research
into the process. Lastly, they concluded that theyrganization is currently successful and gives the
amount of money raised in the aforementioned proTropical Fruit Growers much of the support and
cess would be sufficient to enter into a contract withisibility that it now enjoys, many members expect
TREAC for various research projects. It is only atpromotion and marketing to be the overriding issues
this point that the growers formally organized them-of the future. As carambola production increases
selves into a formal grower funded research organiand supply begins to outweigh demand, the need for
zation. As this process demonstrates a number gromotion increases. The consensus within the
different kinds of assessments were consciouslgarambola industry is that some type of promotion
performed by the original creators of the CRC. Thecheckoff is needed and that it will be expensive, with
more important of these actions or assessments may, assessment rate (for promotion alone) of at least
be viewed in the following manner: 8 cents per pound of packed fruit. Most everyone

1) Needs assessment and goal identification?9rées that the carambola industry won't get in-

Carambola growers together with extension agenf0/ved with this “second generation” problem of

identify their need for a certain kind of research.promf)tion until everyone'is inv'olved. GFQWGVS’
explain that the freerider issue involved with the

2) Financial assessment. Extension agent takes inlé‘xisting voluntary checkoff for research was de-

tiative in calculating revenue potential of a check-;igeq upon because of the overwhelming agreement

off assessment to meet group research goalgy the need for research and the relatively small
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amount of the assessment. These same people poiitns. There are signs, in Florida and across the nation
out that most growers are simply not willing to payas a whole, that the ability of checkoff groups to
a large cess unless everyone pays it. Acknowledgingecure a favorable arrangement through the waiving
these significant freerider problems, the carambolaf University overhead rates may be problematic in
industry has begun to move towards creating a statbe future. In 1993 the University of Florida attempted
of Florida marketing order. In addition to providing to implement a new policy wherein all organizations,
a state mandate for the collection of checkoff moneyncluding commaodity producer organizations would
from all growers, the state order would also creatdegin to pay overhead costs. A concerted campaign
quality and standards for all fruit sold. of Florida commodity organizations, led by the pow-

This case study also illustrates the possible ef?rfUI citrus industry, succeeded in persuading the

fectiveness of a small organization. The bureauymversﬂy to withdraw its proposal to standardize its

cracy, accountability, and lack of oversight thatoverhead policy to all groups.
often plague larger organizations are not issues within

the CRC where a common goal is shared and every-
one knows one another. The face to face interactio)(MF)LIC'A‘-I-IOI\IS FOR FUNDING IN

EVELOPING WORLD

so important in establishing rapport and understand-
ing among checkoff participants was clearly the rule
and not the exception within the CRC; thus theThe ultimate utility of a relatively small checkoff
answer to the question “what’s in it for me?” wasprogram on the order of the CRC has both advan-
easily answered by almost all CRC growers. Thdages and disadvantages. One constraint of a smaller
CRC is the very model of simplicity when comparedCRC type organization is that the critical mass of
to state mandates that deal with much larger econdunding necessary for research may be dependent
mies and complex legal and administrative issueg/pon rather profitable horticultural crops and not, as
The fact that the minor tropical fruits industry isis the case with many national checkoffs, a large
relatively small and geographically centralized wouldnumber of growers. But with gross annual profits
seem to enable the industry to have good resuli@etween $7,000 and $10,000/acre every year, one
without any type of state intervention. The CRC iscan see how even a modest assessment of 1.5 cent/
unique in this regard. Most checkoff organizationdb. could generate significant money for research,
must rely on state intervention and regulation teeven with a relatively small assessed area of 350
minimize problems such as the freerider issue. acres of carambola trees. Since 1990 the CRC has
entered into three major research contracts with

.The' agreemeht reacheo! by the. CR_C a”?' thﬁ"REAC totaling $235,076. It may also be possible
University of Florida regarding public dissemina- to reach this necessary level of funding in a small

tion of grower funded research findings (delayed . o
) . , grower financed research organization where the
publication and privately held field days) represents P
. . i _hecessary money came from lower profit/unit crops
an issue often raised by privately funded public . S
and higher acreages, although this situation creates

research. While the suppression of rgsearch f_'”d'_”ga? dynamic different from the one examined in this
runs counter to the researcher ethic of scientific

) . . tase study. The question then for Africa might be:
exchange and adaption, it does present a valid Issug .
) ) here are the commercial farmers or growers that
and in the CRC case a compromise that can meet the . .
ds of both i could approximate the scale and dynamics of the
needs of both parties. carambola growers in Florida? The actual amount of
The decision not to charge the CRC for over-money needed to create a viable critical mass for
head costs was based on the precedent within thhesearch would certainly be different in Africa,
University of Florida system of not charging over- however, its possible that this amount would be less

head to most farmer and grower commodity associgdhan is needed by an organization like the CRC in
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America. This would especially be true if there wereunsavory often deserved reputation as organizations
an existing African research facility with salaried that have evolved into government or parastatal agen-
researchers but no money to conduct actual researdties designed to create tax revenue from producer’s
crops. Checkoff organizations differ from marketing
%oards in many important respects. Most notably,

extension service and the University of Florida heckoff lunt that i q .
(TREAC) were instrumental in helping carambola® 1 €CO!IS are voluntary, that is, pr_o ucers vote
whether or not to assess themselves in order to fund

growers create the CRC as a viable mechanism for )
. . ._their stated goals of research and/or promotion. Some
funding research. In an era when state intervention

in matters such as these can be more probIemat?cheCkOff programs are aiso voluntary in that they

than beneficial, the CRC example demonstrates thaello_W producers to request assessment refunds. The
ain advantage of checkoffs, and the most important

potential of a state to facilitate and foster a beneficiaw o
L - oo difference between these organizations and market-
institution building process. In fact, it is doubtful

. . ing boards, is active involvement and direct participa-
that the carambola growers, despite their many at- i .

. . tion of producers in the day to day operation and
tributes, could have organized as successfully as o

. . . governance of the organization.

they have without proactive assistance from th
state. In some African contexts, this kind of state As illustrated in the CRC case, producers them-
assistance and connection may reassure governmestves determine research needs and priorities, and
and government institutions that may be wary ofthen identify and fund (producer) problem driven
successful and completely independent farmer orgaesearch. In larger checkoff organizations a board of
nizations. directors comprised of producers and elected by
fellow producers make these same decisions while
overseeing a professional staff that takes care of day

to day operations.

A key task to creating any checkoff organization
in developing countries would be to differentiate it
from the notion of marketing boards. Marketing
boards, especially those found in Africa, have an
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Appendix B: The Missouri Soybean

Merchandising Councll
by Robin Albee and Jere L. Gilles

INTRODUCTION EVOLUTION OF MSMC'S RESEARCH
PROGRAM

The previous case of the Carambola Research Com-

mittee (CRC) is an example of a local checkoff in-Through its use of producer funded checkoff dollars
volving a small number of producers, researcherdhe MSMC funds a non-public sector supported agri-
and processors who reside in a single county in Floridaultural research program. Most of the research money,
It illustrates how a very small checkoff can have agranted mostly to state University research institu-
tremendous impact on research and extension. Bé&ens, is for basic and applied research. From 1980 to
cause all of the participants lived in the same area ar®93, MSMC funded $4 million in research projects.
were able to directly _observe eac_h o'Fhers actions, tr@overnance of MSMC

CRC was a very simple organization. Checkoffs,

however, can be very small or very large. This is &SMC is governed by a 13 member board headed by
description of the Missouri Soybean Merchandisingg chairman. The board is elected by producers from
Council (MSMC) a checkoff involving tens of thou- around the state on a volume per region basis. A small

sands of farmers and hundreds of collection pointsprofessional staff of 5 headed by a chief executive
handles the day to day running of the operation.

Origin of MSMC'’s Research Program
PURPOSE OF THE MISSOURI

SOYBEAN MERCHANDISING COUNCIL Missouri soybean growers began giving, on a volun-
tary basis, a percentage of their profits to different

MSMC i di isation fi d b organizations as far back as the late 1960’s. In 1970,
IS a commodity organization finance ya referendum that would have established a %2 cent

com.moﬂlty checkofff;lpmd fqr ?{1 alll\j.oybea_n proSuc-per bushel mandatory soybean checkoff program (with
ers in the state of Missouri. The Missourl spy _eanrefunds if desired) was defeated by Missouri grow-
checkoff program and MSMC, the organization

ers. In the early 1970’s, Missouri soybean farmers

charged with its admlnlst_ratlon, was created in 197%egan giving a voluntary assessment to the Missouri
by passage of a statewide referendum of soybea§|

) i eed Improvement Association, a Missouri state af-
growers in the state. In 1990, a mandatory natlona}l. . . e
i ) lliated seed introduction and certification center for
checkoff was implemented which superseded som

i . ) fhe purpose of developing better varieties of soy-
aspects of the Missouri program. The primary pur

o beans for growing conditions in Missouri.

pose of the soybean checkoff organizations, both at

the state and federal levels is commodity promotion  In 1976, a referendum to establish a state wide
and market development. However, the MSMC alsgoybean checkoff was again defeated, although by a

places a strong emphasis on funding both basic arfdnaller margin. From 1975 to 1978, the Missouri
applied research. Seed Improvement Association together with the

Missouri Soybean Association and the Missouri Farm
Bureau initiated a voluntary checkoff program

whereby the majority of the collected assessments
was given to the American Soybean Development
Foundation for the purposes of overseas market de-
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velopment and research. In 1979, on the third try, theation, received 50% of checkoff proceeds while
Missouri soybean referendum establishing a half celISMC received the other 50% for use within the
per bushel assessment passed. The enabling legistdate. In February of 1994, soybean producers voted
tion for state checkoffs is contained in Missouri statén a nationwide “delayed referendum” to continue the
statute 275.300. federal checkoff program.

While federal checkoff legislation is always com- While the primary reason for the creation of the
modity specific, the Missouri Statutes are broadlyMSMC was for promotion and market development,
defined. State Statute 275.300. is a general statutee checkoff provides substantial funding to the uni-
authorizing any state checkoff organizations that hagersity to enhance and extend the research that it is
conducted legal producer referenda. The definition ofloing on soybeans. Many farmers in the late sixties
a legal referendum is also specified in the Statutewere frustrated by what they perceived as institu-
The powers and the responsibilities of these checkoffonal inflexibility towards their needs and problems.
organizations (termed “merchandising councils”) areOne farmer recalling those days said the farmers’
outlined in broad manner, focusing mostly on theirattitudes at the time were that a lot of the university
function of promotion and market expansion. Whileresearch was “too high fallutin” i.e. not applied
research, as such, is not identified in the sectioenough. These original farmers’ concern as they are
entitled “Powers and Purposes of Councils”, it isbetter understood in an examination of the research
written into the statutory language dealing with es-objectives of Missouri farmers and how they have
tablishment of petitions. The Statute states that petihanged over time.
tions shall include: “A St.atement of th(=T general pur_'Evqution of MSMC Research Objectives
poses of the commodity merchandising council
program which many include research, educationln the late 1960's and early 1970's when MSMC was
grades and standards, merchandising, publicity, sal@tempting to organize, Missouri farmers’ need for re-
promotion and cooperation with other states, regiongdional research was that primary impetus. “Regional
and national companies (MSS 273.320.).” One of théesearch” in the context that it was used by Missouri
more substantive functions of the Commodity Mer-Soybean Producers means any research which keeps
chandising Council Statute is that it authorizes théVlissouri competitive with other large, low cost soybean
state of Missouri to collect mandatory assessmentgroducing states such as lowa and lllinois. Regional
from all commercial growers (in this case, Soybeaﬁeseal’Ch at this time usually meant development of new,
farmers) within the state. In their successful checkoffocal soybeans varieties. In illustrating the need for
referendum soybean farmers, in effect, voted to ag/arietal development several producers cited the ex-

sess themselves according to the already existingmple of the Hawkeye soybean. This bean, developed in
Missouri statute 275.300. and introduced from lowa, was one of the staple variet-

Within S 275.360.). th . fund ies for Missouri soybean growers in the late sixties. The
Ithin Statute (275.360.), there is a refun pro'Hawkeye, developed for the heavier clay soils of the

vision whereby growers who did not want to Conmb'Midwest, did not always grow well in the upland type

ute 1o the checkoff program can receive at least 8 sandy soils found in Missouri. Farmers, from that

partial refund on the amount they paid. In 1985, th(?ime, report growing problems with the Hawkeye beans,

MSMC became one of the few merchandising Counéuch as swelling and popping of the beans in the pod

cils in the state able to pass an increase in thel’;{ﬁer heavy rain followed by high heat. During this time,

assessment rate. By majority vote, producers in thl? is generally acknowledged, that the soybean industry

state agreed to increase the checkoff rate from %2 Ce\?vta s not meeting the needs of the producers for new
per bushel to 2 cents per bushel. varieties. The primary reason for this was the fact that

In 1990, a mandatory national checkoff was imple-private companies were not able to capture the profits on
mented by Congress. Under this arrangement, theew varieties since they were open pollinating plants.

United Soybean Board, the national checkoff organi-
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This was in stark contrast to corn where the privatsoybean farmers. The issue of increasing University
sector could develop hybrid seeds that had to be puresponsiveness just mentioned and the following dis-
chased from seed companies, which in turn, ensured tleissions of “freeriders” and “leveraging” were, and
corn industry of a stream of profits and produced atill are, integral components of this strategy.
plethora of corn varieties for different parts of the Nat ceri
i . ) reerider Problem

tion. In 1974, the Plant Varieties Protection Act was

passed by Congress. With profits for varietal developln order to achieve the goals of promotion and re-
ment of open pollinating crops such as soybeans guagearch early proponents of a soybean checkoff had to
anteed, new high yielding, locally adaptable varietie§onfront the issue of freeriders. A freerider is anyone
became widely available. Now over 90% of the soybeaiho doesn’t pay the cost of a collective action yet
varieties are products of private industry. It is importanstill enjoys the benefits of that collective action. As
to note that during the late 1960’s and early 1970's thE1ore people began paying voluntary checkoffs
University of Missouri also was not engaging in muchthrough the 1960’s and early 1970's, there was in-

applied soybean research and varietal development. creasing consensus that there was a large freerider
problem that needed to be dealt with in order to create

Lack of research in these areas was a result of mar<1;\ymore equitable and effective checkoff system. Le-

factors including the orientation of university staff to'gally, the only way to make the checkoff payments

wards basic research and their need to publish in acg. datory was to use the power of the state of Mis-

demic journals. The research goal then, of the soybeas%uri in the form of state sanctioned merchandising

checkoff organizers, was to use checkoff dollars in a self . o .
9 councils. In addition to opposition from some farmers

help manner and persuade the University to fund mOre e was throughout the 1970’s, a number of soy-

varietal development. This happened with limited SUChean elevators (the first points of cess collection in a

cess. Aﬁerthe 1974 PIanthrlgtles Protection Act passe&eckoff scheme) also against the checkoff scheme.
and regional soybean varieties became available, t

h obiect f sovb ; b o ch ey perceived the checkoff as increasing their
research o Je_c Ves of soybean grmerg ega_n oc ar?9\(/3c')rkload.Afterthe state mandated referendum passed
There was still concern for keeping Missouri competi-

i ith oth s of th p but fundi fln 1979, all of the elevators along with all soybean
Ve W', other parts of the na |on., ut how un, ing o producers were forced to cooperate.

local disease research was considered more important.

For example, checkoff funded research emphasizes diseveraging of Funds

ease research, rather than varietal improvement. MSMg key component of MSMC is the notion of “lever-

leaders note that the University research system has'?;{bing” public resources with private money. This
been very good at addressing soybean disease problefig,jic-private dynamic can be illustrated by examin-
which are especially endemic to Missouri, such as Cha;hg MSMC’s relationship with the University of
coal Rot and Sudden Death Syndrome. Here again, thgissouri. MSMC funds research projects through a
idea is for producers to fund research that might ”%rocess in which research projects are granted to a
otherwise be done. Utilization research and the develofb'ublic research institution, usually the University of

ment of alternative uses for soybeans has also becorffssouri (MU). MSMC tries to adhere to a policy of
more important. Although the MSMC has f:harjged OV€haying only direct costs of research projects instead
the years the purpose of checkoff funding is still to makey ingirect costs such as overhead, salaries, building,
research at the Missouri Agricultural Experiment Stay g equipment. In this way checkoff funds can lever-
tion more responsive to farmers at the farm level. 546 current MU research center capabilities. Since
Strategy the MU Experiment Station pays for salaries, build-
ing, and equipment but provides little or no actual

The means for achieving these research objectlveosperating money, a MSMC grant that provides oper-

was to create a producer funded self help progrargting capital can often make a substantial difference.

that would raise money through assessment of all
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The notion of leveraging existing research infra-Major decisions such as budget formulation and re-
structure through checkoff dollars is popular amongsource allocation, selection and review of research
producers who do not want to feel that their checkoffind promotion projects, and general strategy outlines
money is going towards something they're alreadyare discussed and voted upon by the full Board. In
paying for with their regular tax dollars. A break- addition, there are three ex-officio, non-voting mem-
down of MSMC research grant money awarded to théers (MSMC chief executive and two representatives
University shows the following allocation pattern: of the MU College of Agriculture). Board members
71% of the MSMC research money goes towardsre nominated to the board in one of two ways: 1) 100
research assistant and technician salaries, while 13.28gnatures of individual producer; and 2) nhomination
goes for supplies, 6.9% for travel, 4% for equipmentpy a major farm group. The overwhelming majority
and 2% miscellaneous (NEED TO CITE Wiebold?).of MSMC members are nominated by the latter
method. Farm groups, such as Missouri Farm Bureau,

MSMC views technician and R.A. salaries as . o _ .
. . o National Farm Organization, and Missouri Farm
direct operating costs not as indirect costs. One ex-

ception to the MSMC's policy of not paying indirect Assomatlgn, efre most active in this npmmgﬂon pro-
. . cess. Voting is conducted by the Missouri Depart-

costs of researcher/faculty salaries occurred in thé t of Agricult ; v off 4 th
mid-1980’s when the Council persuaded the Collegénen of Agriculture at county offices aroun €
. S state.

of Agriculture to start a soybean extensionist/re-
searcher position which the MSMC fully funded for Merchandising Council Creation

three years until the College began paying for it. Enabling legislation for the soybean checkoff comes

Activities from Missouri State Statute. The process of creating
MSMC has surveyed its members to determine whaé} Merchandising Council,_as outlined in this state
. . . statue, included the following steps:
programming areas they are interested in and what
levels these different sectors will be funded. Thall Petition of growers to determine support for a
MSMC has, for the most part, lived within these referendum. Five percent of the total soybean
survey results: 2/3 on market development and pro- producers in the state is needed for this. The
motion and 1/3 on research. Regarding research funded Department of Agriculture then telephones 10%
by MSMC, 60 to 70% of Council funds have been  of the people listed on this petition to verify that
spent on production research, with 2/3 of that amount they correspond to the name on the petition and
going into applied fields with specific payoffs, such are in fact soybean producers.
as breeding and genetics, and the other third spent W
pure science projects such as gene mapping and
molecular biology. The other 30 to 40% is spent on
utilization research projects designed to increase the
consumption of soybeans. Examples of this type of

research would include projects in soydiesel, soyfoam,
and food product research. State Government Functions

Missouri Secretary of Agriculture holds public

hearings and approves or disproves petition. A
sample of 20% of the petition signers are then
contacted in order to verify information placed

on their petition.

Additional role/functions of the state government as
it relates to MSMC include:

STRUCTURE OF MSMC

B Administration of voting on all checkoff related
petitions, referendums, and elections according
to state statute. Since there are no lists of soybean

The MSMC Board of Directors, which meets at least  producers within the state, part of this adminis-

four time per year, is a very active Board. All 13  tration process entails calculating, through the

members of the Board are Missouri soybean farmers.

Composition of Board
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use of census data and USDA statistics, the totdllational Wool Act was passed (1954). The national
number of producers in the state. cotton checkoff (1970) served as the primary model
for federal checkoff programs until 1983 when fed-

M Identification of first points of sale and collection o ) )
eral legislation created a national dairy checkoff.

of checkoff receipts.

All assessments collected by the Missouri Depart- T.he 1983 legislation developed a new format for
. . %reanon of federal checkoff programs. Whereas ear-

ment of Agriculture are paid to the state treasurer an .
lier checkoff programs utilized up-front referendums

credited to a special Commodity Council Merchandis- q t refunds. the 1983 dairy checkoff |
ing Fund. State statutes specify these “pass throug&hn assessment retunds, the airy checkott 1eg-

funds” can only be used for the benefit of the state an'(?latlon mandated the elimination of producer assess-

federal checkoff programs. In addition to specifying thatment refunds and the use of a delayed referendum.

. . .. With a delayed referendum, a checkoff is formed
no money from the commaodity council merchandising . o
ithout an initial farmer vote, however, farmers must

fund may be transferred to the ordinary revenue fund of

the state treasury, the state treasurer is mandated \/18te to retain the checkoff after it has been in opera-

. - tion for 2-3 years. The major commodity checkoff
submit a statement to all checkoff organizations show- i i
rograms passed since that time (pork, beef, and soy-

ing that all receipts, refunds, and balances have beﬁn .
. . . - eans) have all utilized delayed referendums. Also,
credited to the commodity council merchandising fun T
(MSS 275.350.). In the case of soybeans, the treasur%?gmnmg in 1983 all _Of the federal checkpﬁ pro-
must adhere to overriding federal checkoff regulatiorgrams' with the exception of watermelon, eliminated
and show that one-half of the total soybean checko1tfJ Il refunds to producers.
receipts (minus farmer checkoff refunds which they also  In 1990, the U.S. Congress created a nationwide
administer) are given to the MSMC and one-half to thesoybean checkoff program with passage of the “Soy-
USB, the federal checkoff organization. The state chargdsean Promotion and Consumer Information Act.” The
a nominal administrative fee for the services it providesAct authorizes “the establishment, through the exer-
This fee, presented in a budget to the merchandisingjse of the powers provided in this subtitle, of an
councils, is calculated to provide the Department obrderly procedure for developing, financing through
Agriculture with one and a half full time employees toassessments on domestically-produced soybeans, and
help administer the program. In 1994, the state of Misimplementing a program of promotion, research, con-
souri collected $9 million in checkoff receipts from nine sumer information, and industry information designed
different checkoff organizations. The Department ofto strengthen the soybean industry’s position in the
Agriculture deducted $55,000 or 6/10 of 1% of this totaimarketplace, to maintain and expand existing domes-
for administrative fees. The state thus helps subsidizic and foreign markets and uses for soybeans and
and efficiently run the checkoff programs since the cossoybean products, and to develop new markets and
to individual checkoff programs, if they themselvesuses for soybeans and soybean products (P.L. 101
were to pay for administration, would certainly exceedSec. 1966).”

$55,000 per year. The regulations and requirements of this feder-

Federal Government ally mandated program supersede various aspects of

There are currently fourteen federal checkoff prO_M|ssour|s state mandated programs. For example, a

grams covering different commodities in the U.S. Instandard rate of assessment and method of recall

1992, these programs, through commodity Sloecifiéreferendum) was implemented nationwide. In accor-

.. dance with the Act, 50% of the assessment proceeds
assessments of farmers, generated over 500 million

dollars for commodity, research, promotion, and agdre returned to Missouri for use by the MSMC. At the

vertising. Although state mandated checkoffs havé“jltlonal level, the United Soybean Board utilizes

roots in the 1930's, federal involvement with check-mOSt of its checkoff dollars for creation of new global

off programs did not begin until the 1950’s when themarkets and promotion, while the MSMC focuses
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more on research and promotion of Missouri soyevaluate some of the more complex research propos-
beans. The state of Missouri and the MSMC are stilals. The result of this request was formation of a peer
responsible for much of the administration of cesseview committee comprised of researchers within
collection and referenda. In addition to providing thethe MU College of Agriculture that are familiar with
enabling legislation for mandatory collection of soy-the MSMC and their research priorities. These scien-
bean checkoffs nationwide, the federal governmentists evaluate and rate all university pre-proposals
through the United States Department of Agriculturepefore they are forwarded to the MSMC. The highest
conducts random audits of all state and local checkoffated proposals are approved for submission to the
organizations. These audits ensure that there is mmuncil while the rest are either dropped from consid-
misappropriation of funds and to guarantee that checleration or modified.

off money is only used for its intended purposes. Th%utside ASSESSOr

federal statute creating the soybean checkoff pro-
gram gives the U.S. Secretary of Agriculture author!n addition, the MSMC utilizes a research consultant

ity to terminate the checkoff program. from the American Soybean Association to assess
university pre-proposals. This consultant examines
the proposals for scientific soundness and applicabil-
One of the challenges before any checkoff organizaty to MSMC needs and goals. This consultant also
tion is to develop mechanisms that permit producersupplies an informed opinion on how research pro-
to control the allocation of research funds. The MSMQposals fit into the national effort. The consultant stays
has developed an effective means of administratingiformed on exactly what kind of research other states
their research program so that the projects that #re doing and is thus able to answer questions such
funds address both farmer’'s needs and the demands: Is the proposed research duplicating research that
of scientific rigor. Three bodies are involved in theis being conducted and thus obtainable elsewhere?
evaluation of research proposals — the research suboes the proposed research complement other re-
committee, a research advisory council, and an ousearch being conducted elsewhere? The role of the
side assessor representing the American Soybeassessor is to ensure that research is not duplicative
Association. through his/her knowledge of the literature.

Research Program Administration

MSMC Research Sub-Committee Granting Process

A sub-committee elected by the MSMC board atResearch agreements between the experiment station
large is charged with the task of evaluating all re-and the MSMC are reached in the following simpli-
search pre-proposals received by the MSMC. Memfied manner:

bers of this committee are usually members perceiveﬂ
to have more technical knowledge due to their educa-
tion and/or experience. The pre-proposals are rated
into categories of Definite Interest, Some Interest, No
Interest. In the end, this committee rank orders all of
the “Definite Interest” and “Some Interest” pre-pro- B Researchers look at the amount of money to be
posals for presentation to the full board. At this point, ~ spent and research interests of the Soybean Coun-
the Board decides which pre-proposals have suffi-  Cil and return with a pre-proposal.

cient potential to warrant requesting a full proposalg Researchers with good pre-proposals are asked
Research Advisory Council to submit formal research proposals with bud-

gets. These researchers usually give some type of
verbal presentation before the council.

The Merchandising Council approaches the MU
Experiment Station with a given amount of money
for research. The council also presents a list of
grower’s research concerns and priorities.

After the first year of MSMC operation, a peer review
panel was requested by the board because they as
farmers did not feel comfortable and/or qualified to
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B The best proposals are funded by the Councilages such commodities from creating a checkoff be-
When money is tight the Council prefers to fundcause of the prohibitively high cost of administration.
a limited number of researchers and projects full-

. . ; Communication
time rather than funding a number of projects at

reduced rates. One of the most important criteria of a successful
checkoff creation and operation is the ability of lead-
ers to communicate with fellow members. The main
KEYS TO ORGANIZATION lesson that checkoff proponents say they learned from
the two soybean referendum defeats in the 1970’s is

. . . . that face to face communication with farmers is abso-
The preceding section provides an overview of th N o . o
utely critical. This kind of hands-on interaction is

organization. This section focuses on relevant issues . )
. - ?on3|dered necessary if farmers are to understand and
related to the creation and successful functioning o

MSMC appreciate what a checkoff program will do for them.
' Pamphlets, posters, and other forms of public rela-
Marketing Structure tions are considered to be useless. MSMC leaders

A well established marketing system is often an imhote that in counties where there was not an effective

portant feature of an efficient, cost effective checkoffeffort made at communication at the local level the
system. A good marketing structure can be characteféferendum not surprisingly lost.

ized by the presence of “bottlenecks” or centralized  For the last state soybean referendum, the MSMC
first points of sale which in turn are dependent uporrganized what was called a “saturation campaign” in
factors such as commodity trading volume, organize@rder to build some kind of grassroots support for the
market structures such as elevators and warehousggferendum. They did this by getting interested farm-
and the need for commodity processing. Missourers in a certain area committed to the cause and then
soybeans are a commodity that is ideally suited for faving these farmers talk to as many neighbors as
checkoff because of the large volume of traded soypossible. Farmers identified as “saturation” campaign
beans, an extensive system of elevators, and the ne@@anizers were encouraged to identify six or seven
for processing of the soybeans. Soybeans are bettgfrmers supportive of the referendum in each county
suited than many other crops because they must Bgd have those farmers talk to ten to fifteen other
processed before they can be effectively used. Thugarmers in their area. In addition, notebooks were
if unprocessed soybeans could be fed directly to liveprinted up for farmer/representatives to give to those
stock, as is the case with corn, it would be morgarmers with whom they spoke. These notebooks
difficult to levy a cess on farmers in an equitablecontained simple facts like information regarding
manner. In the case of soybeans, the need for procesgorldwide operations (proposed overseas markets)
ing helps creates and maintains the need for a stafind a simple budget for the proposed merchandising
dardized first point of sale. council. One key MSMC organizer noted that in or-
A marketing system with collection points is der to convince a farmer to take an hour off and drive

necessary for a successful checkoff. Where this sit30 Miles to the cqunty segt in order to \./ot.e he really
ation does not exist, the body responsible for check?€eded to have his question of “what's in it for me?
off collection (the Missouri Department of Agricul- answered. And this, most MSMC members agree,

ture, in this case) would be forced to go straight to th&2n Only be answered through “face to face” contact.

producer for the assessment. The administrative costs Checkoff research in and of itself is also benefi-

for this type of fee collection operation would be verycial because it opens up the communication channels
high. In the case of a commodity where there argetween researcher and producer. On the producer
many private treaty transactions and few or no collecside, farmers become more sophisticated about the
tion points, the State of Missouri officially discour- terminology and processes of science. They can also
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become more understanding of the need for timé&eadership

consuming processes such as crop trials and replich/TOst of the MSMC board members are good leaders

tion. Onf if;}e rgsearght side, ZC'ent;slts becomefmogﬁ the sense that they are very involved within differ-
aware ot Ine Viewpaints, needs and language ot SOy civic organizations within their communities.

bean farmers. oo o
Many are also active in other farm organizations such

Time Commitment as Farm Bureau and Missouri Farm Organization.

It is important to note, as most MSMC members did,Several Board members have gone on to head up

. . national commodity organizations, such as the United
the large amount of time sometimes needed to gener-

ate support for the checkoff idea. The soybean CheckS_oybean Board. In addition, there is consensus among

off referendum was passed in Missouri only after twomOSt members that soybean producers from the south-

defeats, and ten years of organizing. Farmers begaerqn part of the state have been an especially proactive

talking about the need to organize and assess ther%r—]d visible element of the MSMC leadership. There

) .__is no doubt several reasons for this phenomenon, but
selves for the purposes of commodity promotion,

market expansion, and research in the 1960’s. Yet 'fpe one that has the most bearing on this case is the

was not until 1970 that the first soybean referendurrf1actdur|ng the initial soybean referendums these farm-

] . . ers were, because of their firsthand experience with
came up for a vote; and it was not until a decade latef

that the referendum actually passed. Thus the Mist-he cotton checkoff, the only producers in the state

souri soybean referendum came to fruition only wit V_V'th firsthand experience regarding checkoff opera-

) . jons
the second generation of farmers supporting the check-
off. There are several reasons why it took organizerSeparation of Checkoff and Farmer’'s Organizations

almost a decade to pass the soybean referendum, %ny MSMC members said that it was beneficial to

of these reasons was, for t.he most part, farmers n e the state soybean commodity organization, Mis-
1970’s were not familiar with self help programs like

souri Soybean Association (MSA) separate from the
the proposed soybean checkoff and thus equated I\%SMC. Although the two organizations share the

with a tax — which in Missouri is of.ten a political o, e building and often work together closely, they
death knell. One MSMC member noting the extreme . o :
i ) i ; are separate independent organizations. The MSA is
fiscally conservative nature of Missouri farmers and . .

supported by annual dues paid by its members and

their r;)er(;:eptlzn of thh? checkoff asda' te:;dsald, It Wasengages in political work and lobbying. The MSMC
some. ody taking their money gn It d ”9‘ m_attersometimes contracts to the MSA for promotion work.
who it was, government or private organization.”

This split between the organizations acts as a kind of

This serves to highlight the importance and need foéheck and balance in that producers are assured that

”;]e tlie?fwendoust educatlo? (;:ampa|gn that SOybe"’}ﬂeir money is only used for the stated purposes of
checkoll supporters mounted. promotion and research. The separation makes both
Volunteers organizations less vulnerable to the kinds of attacks

MSMC relies heavily upon volunteer support from itSfrom suspicious producers that have weakened other

. . commodity organizations. Proponents of this dual
members. Passing of the statewide soybean referen- A X ,
. . type of organization also point out that having two
dum relied almost exclusively upon volunteer work.

Key supporters of the referendum talked about donaﬁeparate organizations W_'th different farmer repre-

. o L . sented boards creates twice as much leadership and

ing 300 to 400 hours of their time within a time span o ) o
grganization for that commodity within the state. In

of three months in order to ensure passage of th o
: . . . ese ways, the organizations are stronger as separate
referendum. Considerable time is also required or . )
units than they would be if they were combined.

Board members who are not paid for their services,
but are reimbursed for travel expenses.
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Delayed Referendum there has been a certain tension between the MSMC

The use of delayed referendums can greatly improv‘?elnd the University because many of the pr'e-pr(.)posals
ubmitted to the MSMC were inappropriate in the

the chances of passing a referendum to start a check:

off program. With delayed referendums a program Lyes of the MSMC. Researchers in these situations

established without an initial member wide vote anJa”ed to produce proposals that addressed the stated
needs of the MSMC. In other cases researchers at-

then allowed to operate for a number of years durin? . ,

which time it is fine tuned and evaluated by produc-ew_'pteoI 0 plggy pack MSMC research need; onto
ers. At the end of this trial period, usually two orthreethelr already existing and often unrelated projects.
years, producers vote on whether or not to continue Over the years, however, the dialogue between
the program. Many MSMC members believe that theJniversity researchers and the MSMC has helped
National Soybean referendum that passed in 1998meliorate this problem. In addition, the MSMC has
(and raised the assessment rate for farmers in Mield several high level meetings between the Univer-
souri) would not have passed as an up-front referersity and the MSMC to discuss ways in which the
dum. The added time, in this view, gave checkoffCollege could become more oriented towards the
programs the opportunity to educate and build trusapplied research problems facing farmers. In this way,
among its members. the MSMC has been able to influence the University
research system in an area that needs improvement,
i.e. researcher sensitivity to actual producer prob-
The Council has tried to fund research projects thiﬂbm& At MSMC board meetings where university
have recognizable rewards for their members. Ongasearch pre-proposa|s are discussed, the fact that
example of problem driven research funded by th@oard members are also soybean farmers is evident.
MSMC is the soybean cyst nematode studies that Members, citing experience with their own farms and
has helped fund. This virulent pathogen first appeareghose of neighbors question how proposed research
in southeastern Missouri. Over the last couple ofill help them. Members also reject a humber of
years MSMC funded university research to develogproposals on the grounds that they are not applicable
resistant strains of soybeans to deal with the problentg producers needs. Other proposals are accepted
In this case, it is very easy for MSMC members to segubject to modification of the research design and/or
how research results are helping them. Similarly, utiresearch objectives. University officials present at
lization research such as the development of sojthese meetings either explain proposals or return to
beans as a fuel alternative (soydiesel), has receivede University with the MSMC feedback in order to

support from soybean producers because of its appaielp researchers design projects that better fit the
ent viability and potential to increase soybean conneeds of the MSMC and its clients.
sumption.

Appropriate Research/Responsive to Farmers

Fiscal Accountability

Because MSMC funded research areas are se-

lected by producers themselves, this research is mo'rAéIthOngh the Missouri State Department of Agricul-

responsive to farmer’s needs than other types of un'f-ure and USDA provide oversight through periodic

versity research. Much of the agricultural Scienceaudlts, the real accountability built into the MSMC is

done at MU and other Land Grant Universities isf:reated by farmers electing farmers to represent their

designed to push back the frontiers of knowledge'.merest on the MSMC Board of Directors. MSMC

Most MSMC members agree that this type of knowl-also prides itself on its openness regarding financial

, . L. affairs. MSMC conducted annual CPA audits before
edge is good, indeed essential, in the long run. How-

ever, such research does not address producer’s irtr;]-ey were required to do so by the enabling legisla-

mediate problems. The MSMC has been especiall“on of the 1993 National Soybean Checkoff Act. At

effective in making MU researchers more responsiv%he end of every year, the MSMC Board and staff

to the actual problems of soybean farmers. In the pastOId a public meeting to review the prior year's,
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budget and work out a new one for the upcomingan get at least a partial refund of their contribution.
year. The financial transparency of the organizatiomhe soybean checkoff has a limited refund policy
is evident at these meetings in which the annualvhere no more that 10% of total checkoff collections
budget is discussed and voted upon. All financiahationwide can be paid back to farmers in the form of
documents (budgets, income statements, balangefunds. If total refund requests amount to less than
sheets) are available upon request to interested meitiis 10% threshold then a full refund is paid. If re-
bers. funds requests add up to more than the 10% amount
then refunds are set on a prorated basis with farmers
receiving a partial refund. The refund provision may
CONCLUSIONS be eliminated in the near future through a referen-
dum.

The MSMC illustrates several points that are relevanfnstitution Building
to African organizations interested in the formation

of checkoffs. These items are summarized below. With soybeans in Missouri, there was a situation

where there was a marketing structure very amenable
Accountability to a checkoff system and a great deal of interest in

The MSMC effectively reflects farmer research pri-Problem driven, producer funded research and pro-
orities and provides its members with an accounting?®tion among producers. Indeed the MSMC is con-
of the money that it spends. The structural checks antidéred by many to be the best organized and most
balances created by the audits and accounting syste‘?ﬁecnve checkoff organization in the state. Yet the

of the organization together with the relatively mini- creation of this organization still required a creation
mal administration and oversight of the MissouriP0C€ss of at least ten years. One key MSMC orga-

Department of Agriculture and USDA enhance aciZer, noting the decade long struggle to pass the

countability. However, the primary means of creatingMissouri Soybean referendum said, “Sometimes a
accountability is through MSMC’s ensuring farmer 900d idea just is not enough. And with us (soybean
participation and through the involvement of farmerd@rmers) it just took time.” He added that this time
on the board of directors. Many of the issues identif@ctor could be “painfully slow.” The implications of
fied in this report as organizational advantages suciiiS time factor are that the process of checkoff cre-
as effective communication, volunteerism, leadership®tion may not necessarily be a quick fix proposition
and MSMC as official and effective representation ofl® the problem of inadequate agricultural funding.
soybean farmer’s research needs are keys to creatipgMultiple Task Organization

accountability and are the result of farmer participa-

tion at some level. Indeed, one could attribute the th/ISMC like most U.S. checkoff programs is a multi-

defeats of the MO Soybean referendum in the 1970,tsask organization. Soybean producers receive a steady

stream of benefits from commodity promotion, mar-
to checkoff leaders to assure farmers that the system i ) )

ket expansion, extension, and research in return for
would be accountable to them.

their contributions. Since research is a long term
Voluntary activity, it is crucial that the checkoff organization

MSMC is a voluntary organization, in the sense tha?'so provides contributors with visible short term
a majority of Missouri producers voted to create thd€Nefits. This is most easily achieved if a checkoff
checkoff. In a later national referendum producer@rgan'zat'on provides services in addition to research

reaffirmed their support of the soybean checkoff plarfunding-
(Missourians voted 63% in favor of the national checkState Function

off as opposed to 54% in favor nationwide). The tate and federal governments play a small though
soybean checkoff has also been voluntary in tha 9 play g

L . . significant role in the operation of the MSMC and
producers not wishing to participate in the program
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other large scale checkoffs. Perhaps the most impol
tant function of the federal government is the creation
of enabling legislation allowing all soybean farmers
to be assessed a portion of their profits from the sale
of soybeans. The state of Missouri, in one of its mor
important functions, currently subsidized much of the
cost of checkoff cost administration. Persons wishing
to create this type of producer funded agriculture
research organization elsewhere — especially in the
developing world, must answer the following ques-®
tions concerning the state role:

B How large of a state role is necessary and/or
desirable?

45

How much more costly might state participation
in checkoff administration (assessment collec-
tion) be in commodity markets that do not enjoy
a large economy of scale like soybeans?

Does the state need to subsidize and in some way
participate in assessment collection? If so, is there
a good way to prevent the state from accessing
checkoff funds?

Are there situations where the state may need to
take on a stronger oversight function than the one
evidenced by the state in this case?



Appendix C:
ITT Sheraton’s Going Green Program

ITT Sheraton-Africa has a program that illustrateshowever indicate that a checkoff program based in
the potential for checkoffs to support environmentakhe hotel industry has excellent potential for support-
protection in Africa. Approximately one dollar per ing environmental protection. A significant propor-
night is added on to each guests bill to environmertion of hotel guests are interested in environmental
tal projects. The program is voluntary. When aprotection and many people travel to Africa to see its
guest checks out of a Sheraton Hotel they may eleciatural attractions. The hotel industry thus shares an
to have the Going Green program dollars deleteihterest in enhancing environmental protection with
from their hotel bills. For every dollar donated by the public agencies charged with environmental pro-
guests of ITT Sheraton, the corporation donates atection.

additional dollar. Funds generated by the program

. ) i i If the hotel industry supports a checkoff, the
are spent on environmental projects in the countries . -
Costs of collection are minimal. In the case of a hotel
where they have been donated.

based checkoff, even programs like ITT Sheraton’s
ITT Sheraton’s Going Green Program was initi-which give on the spot refunds would generate large
ated in 1990. Seven hotels in six countries participatamounts of funds if they were instituted on a na-
in the program. Since 1990 more than $300,000 hasonal or regional basis. It would be difficult for
been generated by the program. Project funds haveternational business travelers and tourists to have
been used to support wildlife, to provide vehicles andepresentation on checkoff board or vote for the
equipment for national park maintenance and for antiestablishment of a checkoff. However, the direct
poaching guards, for protection of the mountain gofepresentation of contributors is not crucial if re-
rilla, for urban recycling programs, and for environ-funds are easily obtained. Indirect representation of
mental education programs. contributors is possible by having some representa-
tion of local and international conservation organi-
zations on the boards of the checkoff organizations.

RELEVANCE OF THE GOING GREEN In some cases however, the checkoff may be a hotel
PROGRAM FOR CHECKOFF industry checkoff. That is to say, the industry may
DEVELOPMENT vote to set aside a modest sum, i.e., one per cent of

room rates per guest per day to support environmen-

Sheraton’s Going Green Program is not a checkoff. [l Protection. In this case, the voting contributors
is managed by a large corporation and is not a particvould be hoteliers.
patory organization. The success of this program does
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